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ABSTRACT
MENTAL ACCOUNTING AND UNPLANNED PURCHASES IN ONLINE BOOKING:
THE ROLE OF DISCOUNT, IMPULSE BUYING, AND THINKING STYLE
by
Esther L. Kim
Dr. Sarah Tanford, Committee Chair
Professor of Hospitality
University of Nevada, Las Vegas
To minimize the high cost of commissions of online travel agencies (OTA), the majority
of hospitality operators provide member only exclusive rates to encourage consumers to book on
their websites directly. However, the revenue cannot be maximized due to the amount of
discount. This dissertation suggests that hospitality operators may maximize their profit with the
adoption of surprise discount to increase consumers’ unplanned purchases. Applying the mental
accounting principle, this dissertation examines how consumers respond to a surprise discount
when they make unplanned purchases, such as purchasing add-on items online. This dissertation
utilized three experiments in an online hotel booking setting and a cruise line booking setting.
The first study utilized a quasi-experiment to test the effect of mental budget (none vs. budget),
discount type (none vs. regular vs. surprise), and thinking style (analytic vs. holistic) in the
setting of an online hotel room booking. The second study utilized an experimental design to
demonstrate how consumers’ preference of add-on product type (utilitarian vs. hedonic) can be
influenced by the depth of surprise discount (low vs. medium vs. high). The mediating role of
impulse buying was subsequently examined using a bootstrapping model. The third study
finalized consumers’ unplanned purchase decision process by testing the key determinants of
unplanned purchases. The effects of surprise discount, product type, and thinking style were
tested along with the mediating effect of impulse buying in a cruise line online booking setting.
iii

The results of study 1 demonstrate that holistic thinkers’ unplanned purchases can be
mitigated by mental budget; however, its effect is suppressed by a surprise discount. A surprise
discount is more effective for holistic thinkers than for analytic thinkers when it comes to
inducing unplanned purchases when they purchase hotel room products. Study 2 demonstrates
that consumers prefer a hedonic add-on item to a utilitarian item for their subsequent hotel
purchases when they receive a low discount. When medium and high discounts are offered,
product type effect is no longer significant. A hedonic add-on item increases consumers’ impulse
buying traits, which results in higher consumers’ intentions to purchase add-on items. The
findings of study 3 show that the nature of cruise line products encourages holistic thinkers to
purchase add-on items, while analytic thinkers are encouraged to make unplanned purchases by a
surprise discount. Analytic thinkers’ preference for hedonic add-on items can be enhanced by a
surprise discount, while their preference for utilitarian add-on items is not influenced.
Consumers’ unplanned purchase decision process was finalized, using a bootstrapping analysis,
whereby a surprise discount enhances consumers’ perceived transaction value, which increases
impulse buying traits. The promoted impulse buying traits increase consumers’ intentions to
purchase add-on items online.
This dissertation is differentiated from previous research by examining the extended role
of discount on consumers’ unplanned purchases and thinking styles in different decision
conditions. This dissertation provides practical suggestions for hospitality operators, who are
encouraged to utilize a surprise discount to induce consumers’ unplanned purchases online.
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CHAPTER 1
INTRODUCTION
This chapter includes five sections. The first introduces the background of the study. In
the second section, research gaps and research questions are identified. The purpose and
significance of the study are discussed in the third and fourth sections. Finally, the definitions of
key terms are provided in the last section.
Background
E-commerce is continuously growing, and it is expected to be the largest retail channel in
the world in three years (Corless, 2019). According to consumer reports, e-commerce revenue
will reach US $4.88 trillion in 2021 (Statista, 2018). E-commerce growth transcends generations:
more than 60% of Millennials make their purchases online (CouponFollow, 2019), and the
largest consumer market for Amazon is 65-plus (Berthiaume, 2019). In hospitality, almost 60%
of hotel bookings are made online (Siteminder, 2019), and the online travel booking segment
generated US $424.661 million in revenue in 2019 (Statista, 2019a). It is anticipated that the
revenue and volume of online travel booking will grow continuously until 2023; the projected
annual growth rate is 6.2% in revenue, and the revenue will reach US $539.275 million.
The rapid growth of online marketplaces increases transparency of information. In
contrast to the traditional marketplace, consumers can easily access price information (Bagga &
Bhatt, 2013). As a result, online consumers are more price sensitive than traditional marketplace
consumers (Li, Kuo, & Rusell, 1999). Consumers no longer consider the hotel brand as their top
priority when they make a travel product purchase decision. Instead, consumers consider price as
the most critical consideration (Sorrelles, 2019). More than 40% of consumers make an online
vacation booking because it is the best value for money (Coop Italia, 2018). Hence, it is
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necessary for hospitality businesses to implement more sophisticated pricing strategies to appeal
to consumers online.
A discount promotion is traditionally utilized to attract consumers to businesses (Grewal,
Monroe, & Krishnan, 1998). There is ample evidence that consumers respond positively to a
discount promotion (Lin, Yang, & Wan, 2015; Zhu, Zhang, Chang, & Liang, 2019). In
hospitality, hotel operators utilize a discount promotion to induce customers to book directly on
hotel brand websites (Ting, 2017). As the volume of online booking increases, customers usually
visit online travel agency (OTA) websites, such as Expedia and Priceline, to make online
bookings. According to Statista (2019b), only 32% of customers responded that they made a
hotel reservation directly with the hotel; the rest of customers used online travel agencies for
online bookings. Hotels need to pay high commission rates for bookings made through OTAs.
Thus, the high volume of bookings made through OTAs threatens the financial profit of hotels
(Ting, 2017). By offering discount rates, hotel operators can avoid high OTA commissions,
while customers enjoy an extra discount. Although a discount promotion is useful in increasing
direct bookings, the saving in commission is not maximized due to the discount.
Cross-selling can provide a solution when it comes to maximizing profit while offering a
discount because it increases sales volume per customer (Kamakura, 2008). Cross-selling is a
sales strategy that allows consumers the opportunity to add optional goods and services to a
baseline product (Kamakura, 2008). In hospitality, the service provider offers main products and
services along with ancillary products and services (Lee, 2015). Expedia launched the Expedia
Add-on Advantages, which allows customers to enjoy discounted bundled rates, even when they
book the flight and hotel separately (Schaal, 2018). Because cross-selling induces consumers’
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subsequent purchases, which at not intended, along with the planned purchase, cross-selling is
closely related to consumers’ unplanned purchasing behaviors (Kamakura, 2008).
The principal of mental accounting (Thaler, 1985) explains when consumers make
unplanned purchases. In general, consumers have mental budgets for purchases (Heath & Soll,
1996). Because a mental budget plays a role of self-control (Thaler & Shefrin, 1981), high
involvement with a mental budget mitigates unplanned purchases (Stilley, Inman, & Wakefield,
2010). Ironically, a mental budget can induce unplanned purchases when it is linked to a windfall
gain. According to the principle of mental accounting, when individuals receive unexpected
gains, they spend such money more easily and readily (Arkes et al., 1994). Hence, it is predicted
that consumers will make unplanned purchases when they receive an unexpected discount. In the
case of offering discounted rates as a direct booking campaign, this discounted rate is not a
public rate. This discount rate is not searchable on meta-search vendors such as Kayak and
Trivago. Therefore, customers will not see the discounted room rate until they sign into the brand
website, which becomes an unexpected gain.
People display such behaviors differently based on their thinking style (Hossain, 2018)
and impulse buying (Dhar, Huber, & Khan, 2007). Analytic thinkers are inflexible in their
decision criteria, while holistic thinkers are more flexible than analytic thinkers (Choi, Nisbett, &
Norenzayan, 1999). Considering the relationship between mental accounting and a windfall gain,
the effect of an unexpected discount will be different based on an individual’s thinking style
(Hossain, 2018). Holistic thinkers are more likely to be influenced by external factors than
analytic thinkers because they are flexible with their norms thinkers (Choi, Nisbett, &
Norenzayan, 1999). Moreover, different thinking styles can influence the preference of product
type (Hossain, 2018). Research suggests that psychological impulse may stimulate additional
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purchasing (Dhar et al., 2007). Impulse buying is the unplanned purchase decision that is made
after a consumer enters a retail environment (Rook & Fisher, 1995). Thus, this research
investigates how the two thinking styles and an impulse buying tendency influence mental
accounting behavior when it comes to making additional purchases with an unexpected discount.
Problem Statement
The current dissertation highlights four areas where significant gaps in hospitality
research exist: (1) a lack of research on cross-selling; (2) the extended role of discount; (3) the
interaction between internal and external cues in purchasing decisions; (4) the distinctive role of
add-on items in the cruise industry.
First, this research focuses on cross-selling by identifying critical determinants of
consumers’ unplanned purchases online. Consumer research indicates that hotels can boost
RevPar from 2% to 7% by adopting effective cross-selling strategies (Pensuk, 2017). However,
only 3% of customers purchase add-on items when making an online hotel booking (Lee, 2015).
Research on cross-selling suggests that it is important to understand consumers’ needs for a
successful cross-selling strategy (Kamakura, 2008). Nevertheless, the majority of research on
cross-selling focuses on the perspective of merchandisers (Rapp, Baker, Bachrach, Ogilvie, &
Beitelspacher, 2015; Schmitz, Lee, & Lilien, 2014). Since cross-selling is closely related to
unplanned purchases (Kamakura, 2008), understanding when and how consumers make
additional and unplanned purchases can provide a psychological background of cross-selling.
Second, this dissertation emphasizes the extended role of discount on making unplanned
purchases. As the role of pricing becomes essential in an online market, research was conducted
to understand the psychological effect of a discount (Byun & Jang, 2015; Lin et al., 2015; Zhu et
al., 2019). However, the majority of research focused on the traditional role of a discount, which

4

is to attract consumers to their business. Since profit cannot be maximized with a price
promotion due to the discount, it is essential to identify how the discount can be turned into a
profit. Therefore, this research focuses on the extended role of a discount, which induces
customers to make additional or unplanned purchases. Although some research has studied
consumers making unplanned purchases in a retailing setting (Ha, Hyun, & Pae, 2006; Heilman,
Nakamoto, & Rao 2002), little is known in an online merchant environment.
Third, to achieve a better understanding of how consumers make purchase decisions
online, this research considers the interaction between external and internal cues in the purchase
decision process. Behavioral science research suggests considering both intrinsic and external
cues to understand human behavior (Fishbein & Ajzen, 1975). When making purchase decisions,
external cues include marketing stimuli and environmental stimuli, while internal cues include
buyers’ characteristics such as attitudes, motivations, perceptions, personality, lifestyle, and
knowledge (Loudon, 1988). In other words, consumers’ response to marketing stimuli, such as
pricing, may differ based on the sources of individual-level heterogeneity (Bagga & Bhatt,
2013). In this research, mental budget, the price discount information, and the type of products
are included as external cues, while an individual’s thinking style and an impulse buying
tendency are included as intrinsic cues.
Fourth, this dissertation utilizes two hospitality sectors, hotel online bookings and cruise
line online bookings, to increase the generality of the identified determinants. It is generally
accepted that the hotel industry is one of the most significant hospitality businesses. The majority
of hospitality research adopts an online hotel booking setting to test the effect of pricing (Choi &
Mattila, 2014; Noone & Mattila, 2009). In addition to a hotel setting, this research uses a cruise
line setting to investigate the generality of the key drivers behind making unplanned purchases.
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According to a cruise line financial report, the global cruise industry is continuously growing
with an almost 7% increases from 2017 to 2018, totaling 28.5 million passengers, projecting 30
million passengers in 2019 (CLIA, 2019). The average profit per passenger per day in 2018 was
$212.80, composed of $161.26 ticket price and $62.16 on board spending (Cruise Market Watch,
2019). Considering that on board spending accounts for almost 39% of profit, selling add-on
items has become a critical sales strategy for business success in the cruise industry (Savioli &
Zirulia, 2015).
Cruise lines provide a primary product, which includes a cabin, onboard meals, and
entertainment. They sell additional amenities, such as unlimited beverages, Wi-Fi access, and
specialty restaurant reservations, as add-on items (Volkman, 2016). Contrast with other
hospitality settings, cruise customers must entirely rely on the services and products provided by
the cruise line while on board. In other words, the confounding effects of competitor’s market
power are minimized (Savioli & Zirulia, 2015). Offering attractive add-on items also enhances
cruise customers’ overall on board experience. Therefore, the cruise industry is an appropriate
domain to identify what drives customers to purchase add-on items. Despite the importance of
add-on items in the cruise line industry, far-too-little attention has been paid in identifying the
critical factors that influence consumers to purchase add-on items online. To the best of our
knowledge, the only research on add-on items in the cruise line setting is the working paper by
Svioli and Zirulia (2015), whereby a theoretical model of add-on pricing for cruises was
proposed. No previous consumer behavior research has investigated the drivers of cruise
consumers’ add-on purchases.
In order to gain an understanding of the issues mentioned above, this dissertation answers
the following research questions:
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1) Will a discount promotion induce consumers’ unplanned purchases?
2) Will the effect of a discount promotion be enhanced/reduced by a mental budget?
3) How will the effect of a discount differ in individual thinking styles?
4) Will impulse buying increase the tendency to make unplanned purchases?
5) Will the identified tendency generalize to other hospitality sectors?
Purpose
The primary purpose of this dissertation is to discover how to turn a discount into a
profit. Thus, the overarching question is whether or not a discount will induce consumers to
make unplanned purchases online. Specifically, using an online booking setting, this research
identifies:
1) The effect of an unexpected discount with different discount depths on consumers’
intention to make unplanned purchases along with the planned purchase.
2) The effect of a mental budget on consumers’ intention for unplanned purchases.
3) The effect of a product type on consumers’ intentions to make unplanned purchases.
4) How individual thinking style influences the effects of an unexpected discount, a mental
budget, and a product type.
5) The mediating role of impulse buying.
Significance
This research represents an early investigation of add-on item purchasing in a hospitality
context. The current research proposes a purchasing process model for add-on items that includes
psychological factors and external factors, which are expected to interplay each other. In doing
so, this research contributes to three bodies of literature. First, this research contributes to mental
accounting research, which focuses on a traditional retailing environment. There are fundamental
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differences between a traditional marketplace and an online marketplace. This research identifies
how a mental budget influences consumers’ purchase decisions online. Second, this research
contributes to the literature of pricing in the hospitality industry. This research extends the
existing knowledge about discounts, which has focused on the traditional role of a price discount.
This dissertation emphasizes the extended role of discounts when they are used to induce
consumers’ additional purchases. Third, this research adds to the knowledge of add-on items in
hospitality, whereby there is a lack of research about what drives consumers to purchase add-on
items. Understanding consumer needs is essential to a successful cross-selling strategy
(Kamakura, 2008). However, the majority of relevant research is approached from a
merchandiser’s perspective, not from the consumer’s perspective. This research provides an
understanding of the psychological factors that influence add-on purchasing decisions. The
findings of this research will provide guidelines for a more effective mix of add-on products.
Cross-selling is of mutual benefit to hotel operators and customers. If hospitality
operators provide better add-on items, customers can maximize value by purchasing a product or
service that will improve their experience, while operators will increase their profits. The
findings of this research provide guidelines for hospitality operators to utilize pricing and
marketing promotions to maximize revenue by increasing the sale of add-on items.
Definition of Key Terms
The followings are the definitions of key terms that were employed in this research.
Add-on item: Optional ancillary products or services offered by the seller.
Analytic thinking style: Thinking style that has a rule-based evaluation tendency
thinkers (Choi, Nisbett, & Norenzayan, 1999).
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Cross-selling: A sales tool used to induce customers to purchase unplanned items in
conjunction with a planned item (Kamakura, 2008).
Hedonic consumption: Consumption for affective and experiential benefits to satisfy
sensory pleasure (Bazerman, Ten-brunsel, & Wade-Benzoni, 1998).
Holistic thinking style: Thinking style that emphasizes the overall relationships of the
objects across categories thinkers (Choi, Nisbett, & Norenzayan, 1999).
Impulse buying: A strong, sometimes irresistible urge; a sudden inclination to act
without deliberation (Goldenson, 1984).
Mental accounting: The cognitive processes used by individuals to organize, evaluate,
and track their financial activities (Thaler, 1999).
Mental budget: The psychological budgets for the categories of expenses in advance of
actual consumption (Heath & Soll, 1996).
Utilitarian consumption: Consumption made for necessity (Bazerman et al., 1998).
Windfall gain: Unexpected gain. The gain in the absence of anticipation (Arkes, et al.,
1994).
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CHAPTER 2
REVIEW OF LITERATURE
This chapter provides a review of the relevant literature on key determinants that
influence consumer online purchase decisions, and mental accounting as the theoretical
foundation of this research. It contains three sections: (1) online purchase decisions and pricing
(2) theoretical background, and (3) hypotheses development. In the first section, e-commerce
consumer behaviors, pricing, and cross-selling are presented to propose the effect of a discount
on consumers’ purchase decisions for add-on items online. The second section presents the
principle of mental accounting to predict the effect of unexpected discount on consumers’
unplanned purchase decisions. This review includes internal and external factors influencing
consumers’ add-on purchase decisions online, which are individual thinking style, impulse
buying, and hedonic/utilitarian product types. Each domain is described in relation to consumer
behavior and hospitality research. The relationships between the key determinants are
hypothesized in the last section.
Pricing and Online Purchase Decisions
Price is a salient determinant of purchase decisions (Alba, Mela, Shimp, & Urbany,
1999). In the setting of online purchases, consumers are faced with several cues that may
influence their purchase decisions. Due to their cognitive limits, consumers selectively adopt
information to make an efficient decision (Tversky & Kahneman, 1974). Ample academic
research suggests that price is one of the significant determinants of hospitality purchase
decisions. To explain the relationship between pricing and online purchase decisions, the
background of e-commerce evolution and related previous research in consumer behavior and
hospitality are presented. In the following section, the role of pricing in an online setting is
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explained, followed by discount pricing limitations and related previous research in consumer
behavior and hospitality. Finally, cross-selling is introduced as a sales tool to overcome a
discount pricing strategy, along with details on related previous research in consumer behavior
and hospitality.
E-Commerce
The advance of e-commerce brings about enormous changes in business firms, markets,
and consumer behaviors. During the relatively short time since e-commerce emerged, it has
transformed from solely an online retail platform to broader platforms, such as social media, user
generated content (UGC), and digital marketing. Due to the widespread consumer adoption of
smart mobile devices, online retail sales have diversified by expanding to the shared economy,
mobile purchasing, and social commerce (Mulpuru, Harteveldt, & Roberge, 2011). Compared to
the traditional retailing environment, consumers perceive enhanced interactivity, control, and
interest (Alba et al., 1997), leading to an increase in the likelihood of purchase (Korzaan, 2003).
Accordingly, a substantial body of research on e-commerce in consumer behavior has developed
over the same time frame. Lamberton and Stephen (2016) provided a macro-level and thematic
discussion of e-commerce topics between 2000 and 2015. The literature was classified in three
successive five-year research eras: Era 1 (2000 to 2004), Era 2 (2005 to 2010), and Era 3 (2011
to current). The research suggests that digital media shaped buyer behaviors in Era 1. In Era 2,
consumers shaped digital, social media, and mobile (DSMM) marketing, taking a more active
role in their social interactions through online word of mouth (WOM) and social networking.
The age of social media is Era 3. In the following sections, the historical profession of hospitality
and tourism research is discussed for each era classified by Lamberton and Stephen (2016).
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E-Commerce in consumer behavior research.
The research suggests that digital media forms buyer behaviors in Era 1. In the same
period, the literature on digital interaction received attention from research in marketing
(Dellarocas, 2003; Godes & Mayzlin, 2004). The internet was considered as a separate tool for
consumers and marketers and was utilized as a platform for individual expression (Lamberton &
Stephen, 2016). In Era 1, research in consumer behaviors examined consumers’ communication
interactions (i.e., eWOM) in online communities, such as Facebook and Twitter (Godes &
Mayziln, 2004; Dellarocas, 2003).
In Era 2, consumers shape digital, social media, and mobile (DSMM) marketing, taking a
more active role in their social interactions through online WOM and social networking. In Era
2, the internet became mainstream and consumers took a more active role in their online social
interactions through online WOM and social networking (Lamberton & Stephen, 2016). UGC,
such as Yelp (founded in 2004, took off in 2005), emerged and became increasingly
commonplace during this time. If e-commerce in Era 1 is the platform for individual expression
and online merchants, the platform in Era 2 is social media. Social media marketing as a digital
marketing content channel occurred in this era. Research then investigated the best way to use eWOM and social networks as a marketing tool (Lamberton & Stephen 2016). As a response to
the tendency to express an individual opinion, marketing research on eWOM was conducted
(Chevalier & Mayzlin, 2006; Trusov, Bucklin, & Pauwels, 2009).
In Era 3, the adoption of Internet-connected mobile phones was wide spread. Social
media has allowed consumers to act as both advertiser/promoter and consumer for a given brand
at any time. Further, social media platforms moved from social-networking to content-delivery
channels. Thus, Era 3 saw not only widespread adoption of Internet-connected mobile phones,
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but an expansion in the roles of consumers, markets, and Internet platforms. As consumers
became major contributor to WOM streams, eWOM is now considered the main topic in
marketing research (Lamberton & Stephen, 2016). A number of articles have demonstrated the
value of UGC or social media based on WOM (Moe & Trusov, 2011; Stephen & Galak, 2012;
Tirunillai & Tellis, 2012). Some research considered consumers’ online activities and content
generation as marketing tools (Albuquerque, Pavlidis, Chatow, Chen, & Jamal, 2012; Ghose,
Ipeiroits, & Li, 2012; Wang, Mai, & Chiang, 2013).
E-commerce in hospitality research.
As e-commerce rapidly grew over the last decade, identifying the key determinants of
online purchases is becoming increasingly crucial in hospitality research.
In Era 1, hospitality research topics centered on online merchants (Garcés, Gorgemans,
Sánchez, & Pérez, 2004; Hallowell, 2001; Shon, Chen, & Chang, 2003), while marketing
research focused on e-commerce consumer behaviors (Garcés et al., 2004; Hallowell, 2001;
Shon et al., 2003). Research mostly examined the effect of an online retailing platform on
consumer attitudes toward a business (Garcés et al., 2004; Hallowell, 2001; Shon et al., 2003).
Considering the early stage of online shopping adoption, it makes sense that research asserts that
physical human intervention is required (Hallowell, 2001).
Compared with Era 1, hospitality research in Era 2 attained more focus on e-commerce.
Several attempts were made to understand how consumers make purchase decisions online and
how consumers respond to online marketing (Chen, 2006; Ernst & Hooker, 2006; Kuo, Lu,
Huang, & Wu, 2005; Fuentes-Blasco, Saura, Berenguer-Contrí, & Moliner-Velázquez, 2010;
Young, Clark, & McIntyre, 2006; Yu, 2008). The research identified critical factors in the online
environment, such as online services (Kuo et al., 2005), travel sites (Chen, 2006), and online
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merchants (Ernst & Hooker, 2006; Yong et al., 2006; Yu, 2008) on consumers’ online
purchasing experiences. Research on online marketing further identified four website quality
dimensions that significantly influence consumer satisfaction (Fuentes-Blasco et al., 2010).
Research on online reviews also suggested guidelines for travel recommendation systems
(Kabassi, 2010).
During Era 3, ample academic research suggests that online reviews are significant
determinants of hospitality purchase decisions (Book, Tanford, & Chen, 2016; Noone &
McGuire, 2014; Tanford & Montgomery, 2015). Online reviews influence customers’ prepurchase evaluations (Noone & McGuire, 2014, Sparks & Browning, 2011), attributions
(Browning, So, & Sparks, 2013), lodging choices (Tanford & Montgomery, 2015), and
willingness-to-pay (Book et al., 2016). The research revealed that online reviews outweigh other
considerations, including price (Noone & McGuire, 2014; Book et al., 2016), location (Tanford
& Kim, 2019), and pre-existing attitudes (Tanford & Montgomery, 2015). Although price has
significant effects on pre-purchase evaluation, its influence is reduced in the presence of online
reviews (Noone & McGuire, 2014; Book et al., 2016). Positive online reviews can induce
customers to pay a price premium (Yacouel & Fleischer, 2012). Moreover, review characteristics
were linked to hotel financial performance (Xie, So, & Wang, 2017).
Another growing body of hospitality research on e-commerce is related to businesses in
the shared economy, such as Airbnb. Research on Airbnb approached a two-sided market,
matching supply (hosts) and demand (guests) for peer-based accommodation (Dann, Teubner, &
Weinhardt, 2018). Research on e-commerce in consumer behavior covered various topics,
including user motives (Hamari, Sjöklint, & Ukkonen, 2016; Tussyadiah, 2016), host motives
(Ikkala & Lampinen, 2015), and consumer types (Guttentag, Smith, Potwarka, & Havitz, 2018).
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Research on Airbnb identified a multiplicity of relevant motives, such as sustainability-related,
economic, and social aspects (Hamari et al., 2016; Tussyadiah, 2016). The research suggests that
hosts use Airbnb for financial and social reasons (Ikkala & Lampinen, 2015). Airbnb users were
categorized by their motives including social interaction, home benefits, novelty, economy ethos,
and local authenticity (Guttentag et al., 2018).
Pricing
Previous research asserts that consumers are not able to access sufficient information
about products, whereby information asymmetry occurs between business providers and
consumers (Hobbs, 2004). The Internet, which shifts the seller-centered environment to the
consumer-centered environment (Lamberton & Stephen, 2016), allows consumers to have more
access to information (Bagga & Bhatt, 2013). In an online marketplace, particularly, consumers
can easily compare price information about products and services provided by various sellers to
make an ideal purchase decision. As a result, consumers become more price-sensitive, and
pricing strategy needs to be more sophisticated in an online merchant setting (Yannopoulos,
2011).
Pricing in consumer behavior research.
There are several bodies of pricing literature, including the effect of discount
(Janakiraman, Meyer, & Morales, 2006; Mishra & Mishra, 2011), pricing presentation (Chen,
Marmorstein, Tsiros, & Rao, 2012; Coulter & Coulter, 2007), and bundle/package (Johnson,
Herrmann, & Bauer; Yadav, 1994).
A price drop creates a positive mood, which leads to an increase in spending (Milliman,
1986). Previous research found a spillover effect of a price discount, whereby when there was an
unexpected discount on a specific product, consumers are likely to purchase more products in
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other categories (Janakiraman et al., 2006). The depth of discount influences the effect of
discount, whereby the larger discount people receive, the more items people purchased
(Janakiraman et al., 2006). Research indicates that the effect of discount differs based on the
type of product (Mishra & Mishra, 2011). When consumers purchase a vice product, they
perceive a conflict between immediate consumption pleasure and guilt, thereby a justification of
consumption is required (Khan & Dhar, 2006). Research shows that a price discount provides a
rational justification when consumers purchase a product that they feel guilty about the
consumption (Mishra & Mishra, 2011). People prefer a discount promotion to a bonus pack for a
vice food, whereas they prefer a bonus pack for a virtue food. When the product is associated
with a high level of guilt, such as a luxury hedonic product, the effect of discount is greater
compared to when they purchase a product with a low level of guilt (Mishra & Mishra, 2011).
Previous research indicates that consumers’ purchase decisions can be influenced by how
price information is presented (Chen et al., 2012; Coulter & Coulter, 2007; Grewal, Gotlieb, &
Marmostein, 1994). According to the framing effect, people make judgments differently based
on the description of the same decision question (Frisch, 1993, Tversky & Kahneman, 1981). As
a result, consumers tend to evaluate a price reduction in relative terms, rather than in absolute
dollar terms (Grewal et al., 1994). Research demonstrates that attractiveness of a price discount
is influenced by the level of the promoted product (Chen et al., 2012). A price promotion in
percentage terms is more effective for a low-price product than for a high-priced product, as
people are more likely to purchase a low-price product than a high-price product when the
percentage discount is held constant. Pricing presentation of a regular price and a sale price
influences consumers’ perceived discount amount (Coulter & Coulter, 2007). Research shows
that the perceived discount amount peaks when the left digits of regular and sale prices are the

16

same and the right digits are less. For instance, consumers are more likely to purchase the
product when the regular price and sales price are displayed as $244/$233 versus $199/$188
(Coulter & Coulter, 2007).
Bundling is a marketing strategy where two or more products/services are included in a
single package for a special price (Guiltinan, 1987). Economists predict that the overall utility of
a bundle equals the sum of the bundle items’ individual utilities (Adams & Yellen, 1976).
However, consumer behavior research suggests that consumers evaluate individual items
separately and differently (Goldberg, Green, & Wind, 1984). Research demonstrates that people
selectively evaluate the bundle items based on the level of perceived importance and give
different weights on individual bundle items. As a result, the overall perceived savings in a
bundle product is greater than the addictive perceived savings of the individual items (Yadav,
1994; Yadav & Monroe, 1993).
Research on price bundling showed that bundling benefits the consumer by reducing
transaction costs (Dansby & Conrad, 1984), which results in price savings on bundled purchases
in the form of bundle discounts (Janiszewski & Cunha, 2004). Consumer behavior research has
examined the psychological impact of price bundling on consumers’ evaluation and purchase
decisions (Heeler, Nguyen, & Buff, 2007; Yadva, 1994). Previous research investigated the
psychological bundle effect, whereby consumers report that they receive a price discount when
they view a bundle product even though specific bundle savings information is not provided
(Heeler et al., 2007). Moreover, the discount of the bundle is more effective when the discounts
are assigned to less important and less valued products (Janiszewsk & Cunha, 2004). However,
the positive bundle effect diminishes when consumers perceive higher complexity in a bundle
(Agarwal & Chatterjee, 2003). When a bundle includes a large number of items, purchase
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decisions are perceived to be more difficult than when the bundle includes a small number of
items, which eventually leads to a higher likelihood to defer decisions.
Pricing in hospitality research.
Pricing is a revenue management (RM) strategy that was introduced to hospitality and
tourism in the 1970s from the airline industry (Chiang, Chen, & Xu, 2007). The primary goal of
RM is selling the right product/service to the right customers, at the right time, for the right price
(Kimes, 1989). In other words, the primary objective of hospitality revenue management is the
optimization of capacity and price (Cross, Higbie, & Cross, 2009). Accordingly, understanding
consumer behavior is critical to implementing effective pricing (McMahon-Beattie, McEntee,
McKenna, Yeoman, & Hollywood, 2016).
It has been argued that consumers’ perceptions of fairness of a pricing strategy is a
critical factor since consumers are not likely to purchase in an absence of perceived fairness
(Kimes & Wirtz, 2003). As several major hotel chains began adopting RM in the 90s and early
2000s, hotel customers’ perceptions of revenue management practices, such as dynamic pricing
strategy, received considerable academic attention (Choi & Mattila, 2006; Kimes & Wirtz,
2003). Consumers perceive variable pricing practices differently based on their cultural
background, whereby US consumers perceive dynamic pricing practices as more fair compared
to Korean consumers (Choi & Mattila, 2006). When price information is sufficient and
diagnostic, price transparency is increased and consumers are more likely to have positive
perceptions of price fairness (Miao & Mattila, 2007). Empirical research tested how consumers’
perceived fairness can be influenced by hotel class and familiarity with a hotel (El Haddad,
Hallak, & Assaker, 2015). They found that first time visitors of a budget hotel, who might be
price-sensitive, are likely to negatively react to dynamic pricing practice.
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As booking channels are diversified, prior research identified factors that influence
pricing strategies by different booking channels (Yang, Jiang, & Schwartz, 2019; Yang & Leung,
2018). In opaque channels, hotel class, operation mode, market structure, and online reputation
shapes discount depths (Yang et al., 2019). Upper-scale and luxury hotels offer higher discounts,
while hotels with better online reputations offer lower discounts on opaque channels. Previous
research identified factors that determine price on last minute discount channels, such as
HotelTonight (Yang & Leung, 2018). A higher review valence and review numbers on
TripAdvisor formed lower last-minute price discounts. On the contrary, uncertainty in room type
when booking led to higher price discounts for small hotels with a limited inventory.
In the pricing literature, there are conflicting views about whether a discount should be
considered a gain (Kwon & Jang, 2011; Noone & Mattila, 2009) or a reduced loss (Byun & Jang,
2015). Consumer behavior research suggests that customers consider a quantity bonus as an extra
gain, while they consider a price discount as a reduced loss (Diamond & Sanyal, 1990).
Consumers focus on the fact that they are getting something “free” because the monetary value
associated with bonus pack is not clear (Chandran & Morwitz, 2006). Hospitality research
demonstrates that people prefer bonus promotions to price discounts as a new membership
reward (Byun & Jang, 2015). However, the majority of research on pricing suggests that price
information should be considered as a relative loss, while price discount information should be
perceived as a relative gain (Kwon & Jang, 2011; Noone & Mattila, 2009). Behavioral research
suggests that gains from a discount should be displayed separately and losses from price
information should be integrated (Thaler, 1999). Previous research on pricing demonstrates that
segregating discount information positively influences consumers’ purchase decisions (Kwon &
Jang, 2011; Noone & Mattila, 2009; Tanford, Baloglu, & Erdem, 2012). When hotel room rates
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for multiple nights are different, consumers’ willingness-to-book is higher when rates are
displayed separately versus when an average room rate is displayed (Noone & Mattila, 2009).
Because consumers perceive that they receive a discount for a night at a lower rate, they prefer
segregating the discount information. However, consumers think they pay more for a night at a
higher rate when an average room rate is displayed, which results in a lower rating of
willingness-to-book (Noone & Mattila, 2009). A similar pattern was found in the settings of
restaurants (Kwon & Jang, 2011) and travel packages (Tanford et al., 2012). When consumers
purchase restaurant bundle menus, they are likely to respond more positively when discount
information for individual items is displayed (Kwon & Jang, 2011). When travel packages show
itemized pricing, travelers prefer to see savings information. If itemized pricing does not include
savings information, travelers perceive uncertainty about the pricing (Tanford et al., 2012).
Previous hospitality research focused on the traditional role of discounts as a tool to
attract new customers (Lin, Yang, & Wan, 2015; Zhu, Zhang, Chang, & Liang, 2019).
Consumers are more favorable toward a business when they receive a discount (Zhu et al., 2019).
When consumers have a positive image of a restaurant, if they receive a discount, their repatronage intention is higher compared to those who do not receive a discount (Lin et al., 2015).
Such responses can differ depending on the depth of discounts (Park & Jang, 2018; Lin et al.,
2015). For instance, there is a peak point of discount percentage for which consumers think they
receive the best deal. If consumers receive less or more than 29.62%, they are uncertain that they
received the best deal (Park & Jang, 2018).
Although a discount promotion has a positive transient effect on sales, it has a negative
effect on a firm’s long-term sales (Kopalle, Mela, & Marsh, 1999). In other words, although a
price promotion is a proper sales strategy to attract new customers, it does not maximize firm
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revenue because of the amount of discount. Therefore, it is necessary to implement additional
strategies to make up the loss arising from a discount.
Cross-Selling
Cross-selling is a sales technique where businesses offer additional items that are related
or unrelated to a main purchase (Kamakura, 2008). The primary goal of cross- selling is to
increase revenue by increasing sales volume per customer by selling additional products and
services to existing customers (Kamakura, Wedel, De Rosa, & Mazzon, 2003). Cross-selling is
differentiated from up-selling, whereby up-selling increases the sales volume or revenue by
upgrading the quality to a more expensive version of the planned item (Kamakura, 2008).
In an online booking setting, cross-selling offers ancillary products or services, such as a
room upgrade or extra amenities, on top of the primary product (Lee, 2015). Cross-selling can
maximize transaction utility because customers can enjoy multiple options with a minimum
transaction. It is beneficial to operators because they can increase revenue without incurring
third-party distribution channel costs (Rodríguez-Algeciras & Talón-Ballestero, 2017).
In a traditional merchant setting, a salesperson first understands a customer’s needs and
preferences, then offers additional products that the customer possibly likes and needs. On the
contrary, in a modern merchant setting, such as e-commerce, direct human interactions between
a salesperson and a customer occur less often than a traditional merchant setting. Accordingly,
opportunities for cross-selling are reduced in an online merchant setting (Kamakura, 2008).
Therefore, capturing the right moment of cross-selling and providing right products are critical
for successful online cross-selling (Güneş, Akşin, Örmeci, & Özden, 2010).
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Cross-selling in consumer behavior research.
To implement cross-selling successfully, marketing research emphasizes the importance
of understanding customers’ needs (Kamakura, 2008). In particular, previous research suggests
that customers’ characteristics need to be considered for in a cross-selling context (Günes, Aksin,
Örmeci & Özden, 2010). Nevertheless, the majority of research on cross-selling adopts an
approach from the perspective of merchandisers (Rapp, Baker, Bachrach, Ogilvie, &
Beitelspacher, 2015; Schmitz, Lee, & Lilien, 2014). Little attention has been given to the
psychological factors that influence customers’ add-on item purchasing decisions (Günes et al.,
2010; Liu-Thompkins & Tam, 2013; Wang & Keh, 2017).
Research has developed a modeling framework for consumers’ negative response to a
cross-selling promotion (Günes et al., 2010). The analysis of the developed modeling
frameworks suggested that consumers’ state is the critical key for an optimal cross-selling policy.
Research on cross-selling demonstrates how consumers’ characteristics influence their response
to a cross-selling strategy (Liu-Thompkins & Tam, 2013; Wang & Keh, 2017). Consumers’
attitudinal loyalty and individual purchase habits, which are key factors of repeat purchasing,
influence the effect of cross-selling differently (Liu-Thompkins & Tam, 2013). Attitudinal
loyalty increases the effectiveness of a cross-selling promotion, while individual purchase habits
render it. Research suggests that consumers’ self-construal positively influences consumers’
intentions towards cross-selling products (Wang & Keh, 2017). Consumers with interdependent
self-construal are more likely to purchase cross-selling products, while consumers with
independent self-construal decrease consumers’ intention to purchase cross-selling products.
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Cross-selling in hospitality research.
Research in hospitality, which introduced the concept of cross-selling, centers around
pricing bundling (Kwon & Jang, 2011; Tanford, Erdem & Baloglu, 2011) and reward programs
(Hu, Huang & Chen, 2010; Hu & Weber, 2014; Keh & Lee, 2006). Research shows that the
presentation of discount information and the type of package influences consumer purchasing
decisions (Kwon & Jang, 2011; Tanford et al., 2011). When customers are uncertain of the
quality of a restaurant product, segregated discount information for a bundled meal enhances the
willingness to purchase that meal (Kwon & Jang, 2011). Transparent pricing of bundled vacation
packages is effective when the price is different from an opaque alternative (Tanford et al.,
2011). Similar processes may operate for program benefits. Research on loyalty programs
suggests that the timing of rewards influence customer loyalty for hotels (Hu et al., 2010).
Rewards that can be redeemed immediately are more effective than delayed rewards at building a
loyalty program. The attractiveness of loyalty programs can be determined by the attributes of
loyalty programs, such that “Guaranteed room availability upon reservation” was the most
attractive attribute of hotel loyalty programs (Hu & Weber, 2014). In the context of a restaurant
loyalty program, a direct reward ($10 off the current bill) produced higher loyalty than an
indirect reward (a $10 movie ticket voucher) (Keh & Lee, 2006). This can be explained
psychologically by effort congruity, whereby the effort to earn the reward matches the reward
itself (Kivetz, 2005). For example, it is preferable to earn free nights after a certain number of
hotel stays than to earn an unrelated benefit.
Although previous research examined the effect of consumers’ characteristics on
consumers’ response to cross-selling promotions in the marketing business sector, uncertainty

23

exists about how individual traits interact with external stimuli, such as pricing, when it comes to
purchasing add-on items along with a primary product.
Theoretical background
This section provides theoretical background of the current dissertation. The principle of
mental accounting explains how consumers make a biased purchase decision and how
individuals respond to a windfall gain. Other possible factors, such as individual differences and
hedonic/utilitarian consumption, that may influence an individual’s mental budget activity and
decisions are introduced. Each section provides previous related research in consumer behavior
and hospitality.
Mental Accounting
Research on pricing is rooted in a loss and a gain (Thaler, 1980; Kahneman & Tversky,
1979). Prospect theory and mental accounting explain how individuals perceive transaction
utility differently depending on how loss and gain information is displayed (Thaler, 1999). The
core premise of economic theory predicts that people make unbiased choices. However, humans
have limited time and cognitive capacity, which results in individuals using simple rules of
heuristics to reduce cognitive effort when making judgments (Kahneman & Tversky, 1979).
According to dual-process theories, people have two fundamental ways of thinking about
information: a relatively fast and spontaneous mode based on intuitive associations, and an indepth and effortful mode based on systematic reasoning (Chaiken & Trope, 1999). Heuristic
processing, which is intuitive thinking, involves focusing on easily noticed and easily understood
cues (Kahneman, 2011).
The organizing principle classified theories two different types: normative and
descriptive. Normative theories tell the right way to think about some problem (Bell, Raiffa, &
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Tversky, 1988). The ideal solution should be logically consistent and prescribed by the
optimizing model of economic reasoning or rational choice theory. Economic theory uses one
theory to serve both normative and descriptive purposes, which was criticized by economic
behavior researchers (Kahneman & Tversky, 1979; Thaler, 1999). Prospect theory offered a
descriptive theory of why individuals make decisions that differ from perfectly rational or
normative decisions. In contrast to the normative theory of economics, individuals maximize
value functions instead of utility functions when making decisions (Kahneman & Tversky,
1979). People are risk-averse; they place more weight on negative cues than on positive cues,
resulting in the avoidance of a risky situation.
Since prospect theory measures a single event, how individuals evaluate multiple events
is unanswered. Mental accounting (Thaler, 1985) explains how individuals make financial
decisions and evaluate outcomes that belong to single or separate mental accounts together when
engaged in multiple events. Mental accounting refers to the cognitive financial activity where
people assign labels to sources and uses of funds (Thaler, 1999), and track expense with their
mental accounting system (Thaler, 1985). Mental accounting explains how individuals perceive
transaction utility differently depending on how loss and gain information is displayed (Thaler,
1999). People perceive multiple gains as more rewarding and multiple losses as more punishing
compared to either a single gain or loss of the same value (Thaler, 1980). Based on this rationale,
mental accounting suggests four rules of segregation and integration of gain and loss: (1) An
increase in a gain should be segregated; (2) An increase in a loss should be integrated; (3) A
decrease in a gain should be integrated; (4) A small reduction in a loss should be segregated.
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Mental accounting in consumer behavior research.
Previous research on mental accounting shows that people use particular accounts for
specific goals (Lu, Liu, & Fang, 2016; Gourville & Soman, 2001). The budget for oneself and
others are allocated into specific mental accounts. People budget less money for hedonic
products in a mental account for themselves, while they budget more to hedonic products for
others (Lu et al., 2011). Consumers make purchase decisions based on the sources of income that
may be used to fund expenses (Gourville & Soman, 2001). The sunk cost of a purchased product
is less clear to identify when payment is made by a credit card than by cash (Prelec &
Loewenstein, 1998). As a result, when consumers pay with cash, they are less likely to make
additional purchases in the same category compared to when they use a credit card or a check
(Gourville & Soman, 2001).
Consumer behavior research shows that people use mental accounting to integrate or
segregate outcomes in order to achieve favorable evaluations (Heath & Soll, 1996). Individuals
display mental accounting activity differently based on the combinations of gain and loss (Heath
& Soll, 1996). Specifically, increased tendencies toward the mental accounting principle were
found in multiple gains and losses, whereas people tend to eliminate mental accounting in mixed
gains and losses. An individual’s product preference is influenced by the categorization process
of mental accounting (Reinholtz, Bartels, & Parker, 2015). Research findings show that once a
mental account is initiated, purchases that are more congruent with the purpose of the mental
account become preferred, as they are more congruent with the spending goal underlying the
account. For instance, when consumers receive a retailer-specific gift card (i.e., Levi’s),
consumers are more likely to use the funds to purchase the typical product of the retailer (i.e.,
jeans for Levi’s) than other non-typical products.
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Mental accounting in hospitality research.
Hospitality research adopts the principle of mental accounting to explain how individuals
are influenced by a loss when they make a purchasing decision, but not a gain (Jang, Mattila, &
Bai, 2007; Ranaweera & Karjaluoto, 2017). Previous research demonstrates how customers
respond to a loss by paying a sunk cost, such as membership fees (Jang et al., 2007). Mental
accounting predicts that people are reluctant to replace a lost product because the replacement is
not included in their mental account (Thaler, 1999). Likewise, people are reluctant to join a
competitor’s membership program even if the competitor provides a better deal because they
consider the second membership as an extra cost (Jang et al., 2007). Prior research adopted
mental accounting to demonstrate the effect of price anchoring, indicating that a high anchor
increases consumers’ willingness to pay (Tanford, Choi, & Joe, 2019). Prices advertised as “up
to” a certain amount, increases consumers’ willingness to pay, compared to prices advertised as
“starting from”.
Research on bundle and dynamic pricing presentation indicates that consumers prefer
segregating losses (Noone & Mattila, 2009; Ranaweera & Karjaluoto, 2017). A bundle creates
greater ambiguity of the sunk cost of a consumers’ purchase than when the individual products
are presented with separate prices (Stremersch & Tellis, 2002). Research findings show that
consumers’ perceived value is greater for bundled products than for non-bundled products
(Ranaweera & Karjaluoto, 2017). Following the same rationale, consumers tend to prefer
different dynamic pricing presentations (Noone & Mattila, 2009). If the hotel room rates for
multiple nights are same, people’s intentions to book a hotel are greater when the average room
rate of multiple room nights is shown versus when the room rates for each individual night are
displayed (Noone & Mattila, 2009).
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Mental accounting and windfall gain.
Since cross-selling induces customers to purchase unplanned items with the planned item
(Kamakura, 2008), research on unplanned purchases can explain its psychological background.
Previous research commonly assumes that unplanned purchases are primarily due to consumers’
susceptibility to in-store stimuli, such as a discount (Heilman, Nakamoto, & Rao 2002;
Janakiraman et al., 2006). If such discounts are characterized by unexpected gains, which is the
absence of anticipation, consumers’ tendency to make unplanned purchases increases (Ha, Hyun,
& Pae, 2006).
There are two primary explanations for consumers to make unplanned purchases when
they receive an unexpected discount: windfall gain effect (Arkes et al., 1994) and emotional
arousal (Kahn & Isen, 1993). According to mental accounting (Thaler, 1999), people label funds
into accounts based on financial goals. For instance, expenditures can be grouped into budgets
for food and housing, wealth can be allocated into accounts of savings and pension, and income
can be categorized as regular or windfall. Consumers have mental budgets for purchases in
general; they track their expenses against budgets (Heath & Soll, 1996). People notice the
expense first, and then they assign the expenses to the proper accounts. Some budgets can be
spent up to its limits, while other accounts have unspent funds remaining (Heath & Soll, 1996).
Unexpected gains can create a psychological windfall effect (Heilman et al., 2002). Since
windfall, or unexpected, gains may not have an established account for allocation, rapid spending
of such gains may result (Arkes et al., 1994). On the contrary, when consumers receive expected
gains, people simply lower the reference price (Hodge & Mason, 1995). Thus, they continue to
search for products at a better price.
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Positive affect arises when there is an unexpected price drop (Donovan, Rossiter,
Marcoolyn, & Nesdale, 1994). Positive feelings include an irresistible urge to buy and positive
buying emotions (Coley & Burgess, 2003). Positive affect induced by unexpected price drops or
quality upgrades might increase spending by expanding consideration (Millman, 1986).
Empirical research shows that discount promotions increase sales volume and consumers’
unplanned purchases (Ha et al., 2006; Heilman et al., 2002; Janakiraman et al., 2006). Previous
research demonstrated that people are more likely to spend money if a saving is unexpected
compared to when it is expected (Ha et al., 2006). People purchase more unplanned items when
they achieve unexpected savings with the use of a surprise coupon at a retail store (Heilman et
al., 2002). There is a spillover effect of unexpected gains, which eventually increases the total
amount of spending (Janakiraman et al., 2006). The spillover effect is the result of general
positive or negative affect influencing consumer processing. Research findings show that an
unexpected positive price change (price drop) spills over to influence consumers’ likelihood to
purchase other products in different categories (Janakiraman et al., 2006).
Individual Differences
The buyer decision process includes five stages: (1) problem/need recognition; (2)
information search; (3) evaluation of alternatives; (4) purchase decision; and (5) post-purchase
behavior (Engel, Blackwell, & Kollat, 1968). Both internal and external cues play a critical role
in the problem/need-recognition stage (Kotler, Keller, Koshy, & Jha, 2008). External cues may
include marketing stimuli, such as advertising, and internal cues include individual’s
characteristics such as attitudes, motivations, perceptions, personality, lifestyle, and knowledge
(Loudon, 1988). Consumers respond to marketing stimuli differently based on their individual
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characteristics (Bagga & Bhatt, 2013). Therefore, it is important to identify the different sources
of individual-level heterogeneity.
Previous consumer behavior research included individual characteristics to identify how
external cues influence an individual’s purchase decisions (Hsee, Yang, Zheng, & Wang, 2015,
Kraus & Tan 2015; Wang & Huang, 2018). Previous research examines how the lay notion of
rationality influences people’s decisions and include trade-offs between external and internal
cues (Hsee et al., 2015). The lay notion of rationality is the degree to which people base their
decisions on reason versus feelings (Kahneman, 1994). Research findings indicate that lay
rationalism predicts consumers’ decisions for product preferences, savings, and donations (Hsee
et al., 2015). Individuals perceive different levels of mobility even in a single society (Kraus &
Tan 2015). Perceived economic mobility refers to an individual’s belief about the degree to
which a society enables its members to achieve better economic status contingent upon
individual actions (Davidai & Gilovich 2015; Yoon & Kim, 2017). Previous research shows that
consumers with low socio-economic status (SES) who perceive low economic mobility
(economically stuck consumers) tend to have a high level of variety-seeking than other
consumers (Yoon & Kim, 2017). Individuals with low economic mobility try to regain a sense of
control by seeking variety, which helps consumers compensate for lack of control. Similarly,
previous research found that curiosity influences subsequent indulgent decisions (Wang &
Huang, 2018). Curiosity encourages individuals to seek missing information as specific
beneficial information in the current domain. The desire to obtain beneficial information primes
a reward-seeking goal, resulting in indulgent consumption.
Hospitality research demonstrates that consumers’ response to pricing strategies can be
influenced by individual differences (Choi & Mattila, 2018; Choi, Joe, & Mattila, 2018a).
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Consumers use external and internal reference prices in their purchase decisions (Choi & Mattila,
2018). Consumers choose different reference price information based on gender (Choi et al.,
2018a), individual preference uncertainty (Choi, Mattila, & Upneja, 2018b), and need for status
(Yang, Zhang, & Mattila, 2016). Males are more likely to rely on an internal reference price
(IRP) than an external reference price (ERP), whereas females are more likely to be influenced
by ERP (Choi et al., 2018a). The effect of pricing on choice satisfaction is different based on the
level of uncertainty preference (Choi et al., 2018b). Individuals with a low level of preference
uncertainty are more satisfied when menu item prices are identical. Conversely, choice
satisfaction is higher with varied pricing among people with high levels of preference
uncertainty. Individuals who are in high need for status (NFS) tend to display negative attitudes
toward a price promotion for luxury hotels, while consumers in low NFS are not influenced by
the presence of price promotions online (Yang et al., 2016).
Impulse buying is one of the critical internal factors when it comes to purchasing
decisions (Rook & Fisher, 1995). Research on impulse buying suggests that psychological
impulse may stimulate additional purchasing (Dhar, Huber, & Khan, 2007). Therefore,
understanding the role of impulse buying when it comes to additional/unplanned purchases is
necessary.
Thinking style.
Consumer behavior research considered individual’s thinking styles as one of the factors
influencing an individual’s mental budget activity (Hossain, 2018). There is a fundamental
divergence in categorization between analytic and holistic thinkers (Choi, Nisbett, &
Norenzayan, 1999). When individuals evaluate objects, holistic thinkers emphasize the overall
relationships of the objects across categories, while analytic thinkers are more likely to create
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categories based on specific attributes and then assign the objects to evaluate. Such traits lead
analytic thinkers to be inflexible in categorization, whereas holistic thinkers are more likely to
deviate from categorizations and criteria (Masuda & Nisbett, 2001). Since analytic thinkers tend
to be sophisticated in evaluating specific attributes, they are more likely to be influenced by
specific negative information than holistic thinkers. In contrast to analytic thinkers, holistic
thinkers value overall satisfaction more than the evaluation of specific attributes. Research
suggests that different levels of flexibility on categorizations may influence consumers’ financial
decisions (Choi & Choi, 2002). Inflexibility on categories of analytic thinkers increases the
reliance on financial criteria for purchase decisions, while holistic thinkers tend to deviate from
financial decisions.
Most of the research on thinking style examines how cultural differences in thinking style
influence an individual’s decision making (Choi, Koo, & Choi, 2007; Norenzayan, Smith, Kim,
& Nisbett, 2002). Analytic thinking is prevalent in Western cultures (e.g., Northern Europe),
whereas holistic thinking is more dominant in Eastern cultures (e.g., Korea, China, and Japan).
Empirical research shows that Koreans, who tend to think in a holistic way, judge objects by
linking it to other objects with similar characteristics. On the contrary, Americans, who tend to
be analytic thinkers, focus on the target object (Norenzayan, et al., 2002). Although different
cultures show discrete thinking styles, there is a case that social orientations vary within the same
culture. Accordingly, it became necessary to study within-culture differences in analytic and
holistic thinking (Choi et al., 2007). Choi and Choi (2002) developed the Analysis-Holism Scale
(AHS), which includes ten items of holism to measure individual thinking style regardless of
cultural origins. Previous literature on thinking style implies that analytic thinking and holistic
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thinking are contrary to one another. Therefore, individuals with low AHS scores are analytic
thinkers, whereas individuals with high AHS scores are holistic thinkers (Choi & Choi, 2002).
The AHS was adopted in various research areas, whereby it tested the moderating role of
thinking style to compare analytic thinking and holistic thinking (Duff & Sar, 2015; Monga &
John, 2010; Orth & Crouch, 2014). Previous research found that thinking style moderates
individual task performances (Duff & Sar, 2015). Individuals with higher AHS scores (holistic
thinkers) displayed better multiple task ability compared to individuals with lower AHS scores
(analytic thinkers). Thinking style moderated the effect of contextual complexity on visual
processing of objects (Orth & Crouch, 2014). Participants with high AHS scores were more
influenced by the negative effect of contextual complexity than participants with lower AHS
scores. Previous consumer behavior research, which adopted the AHS method, tested the
moderating role of thinking style on consumers’ brand evaluations (Monga & John, 2010).
Holistic thinkers more favorably evaluated brand extensions than analytic thinkers did, who
scored lower AHS.
Impulse buying.
Impulse is defined as a strong, sometimes irresistible urge; a sudden inclination to act
without deliberation (Goldenson, 1984). Unlike habitual behavior, impulse behavior does not
simply occur because it occurs swiftly (Rook & Fisher, 1995). Consumer research suggests that
psychological impulse may stimulate additional purchasing (Dhar et al., 2007). Previous research
demonstrates that consumers’ impulse buying is influenced by both internal factors (Inman,
Winer, & Ferraro, 2009; Kim, Wadhwa, & Chattopadhyay, 2019) and external factors (Flamand,
Ghoniem, & Maddah, 2016; May & Irmak, 2018). While consumers are shopping at a store,
impulse buying can be induced when consumers have new ideas about the items to purchase
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(Inman et al., 2009). An individual’s busy mindset fosters people’s sense of self-importance,
which increases self-control and decreases impulsiveness. As a result, a busy mindset leads to a
decreased likelihood of acquiring an indulgent product (Kim et al., 2019). As an external
stimulus, merchandising stimuli such as products’ locations (Flamand et al., 2016), can influence
consumers’ impulse buying tendency. The rarity of a product induces non-impulsive consumers
to make an indulgent consumption (May & Irmak, 2018). Impulse buying is considered as one of
the critical drivers of hedonic consumption (Van Boven & Gilovich, 2003).
Research examines how external impulse triggers cues of a website (e.g., marketing
stimuli) and internal factors of impulse buying affect consumer’s impulse buying behaviors
(Dawon & Kim, 2009). Findings indicate that a higher level of internal impulse buying tendency,
increases the frequency of product purchases. Previous research shows that impulse buying can
be used to avoid discomfort associated with disconfirmation of expectations by examining the
relationship between impulse buying and cognitive dissonance (George & Yaoyuneyong, 2010).
Findings indicated that individuals with a high tendency of impulse buying experience lower
levels of cognitive dissonance than non-impulsive buyers. When non-impulsive buyers make
impulse purchases, they tend to experience more cognitive dissonance than impulsive buyers.
Hospitality research suggests that hedonic consumption, such as purchasing hospitality
products, is closely related to impulse buying (Chih, Wu, & Li, 2012; Miao, 2011). Impulse
buying leads to guilty pleasure and pleasurable guilt (Miao, 2011). Previous research shows that
consumers engage in impulse online shopping primarily to satisfy various hedonic needs, such as
pleasure (Chih et al., 2012). The purchase of luxury and travel products at an airport occurs
because of the interaction between impulse buying tendency and environment, and
communication motivations (Lin & Chen, 2013). When individuals have a high level of impulse
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buying tendency, environment and communication motivations decrease individuals’ likelihood
to purchase luxury and travel products at an airport (Lin & Chen, 2013).
Hedonic and Utilitarian Consumption
As consumption takes place for hedonic or utilitarian reasons (Hirschman, 1986),
products can be broadly categorized as hedonic or utilitarian products (Holbrook, 1986). Hedonic
products create emotional arousal (Mano & Oliver, 1993). Thus, consumers make hedonic
consumptions for affective and experiential benefits to satisfy sensory pleasures (Bazerman, Tenbrunsel, & Wade-Benzoni, 1998). Consumers evaluate hedonic products based on aesthetics,
tastes, symbolic meanings, and sensory experiences (Holbrook & Moore, 1981). On the contrary,
utilitarian consumption occurs when a purchase is made for necessity (Bazerman et al., 1998).
People are motivated to purchase utilitarian products by functional product aspects (Khan, Dhar,
& Wertenbroch, 2005). Utilitarian products are less emotionally arousing, provide a rationale,
and evaluated based on cognitive benefits (Hirschman, 1980).
Although research describes consumption motivations as dichotomous, consumers can be
motivated by both hedonic and utilitarian motivations (Dhar & Wertenbroch, 2000). Consumers
may consider utilitarian features for an automobile purchase, such as gas mileage, while
considering hedonic attributes, such as design. In general, consumers consider trade-offs between
hedonic features and utilitarian features when making purchase decisions. Although most
products contain both hedonic and utilitarian features, they are characterized as primarily
hedonic or utilitarian products (Batra & Ahtola, 1990). Individuals value hedonic and utilitarian
features differently depending on choice conditions (Dhar & Wertenbroch, 2000). When people
need to select an item to get rid of, they are likely to place more value on hedonic features than
on utilitarian features, thereby keeping hedonic products longer periods than utilitarian products.

35

On the contrary, when faced with a purchase situation, they consider utilitarian values more
heavily than hedonic values. As a result, consumers tend to be more reluctant to purchase
hedonic items than utilitarian items (Dhar & Wertenborch, 2000).
Cross-selling increases consumers perceived value by offering various products that
consumers did not plan to purchase (Kamakura, 2008). Understanding and identifying the types
of product that consumers might need is critical for a successful cross-selling strategy.
Purchasing comes with two types of consumption motivations, hedonic and utilitarian.
Accordingly, consumers encounter the types of choices between hedonic and utilitarian
alternatives (Khan et al., 2005). Therefore, hedonic and utilitarian choices represent the major
domain of consumer purchase decisions. In other words, understanding consumption motivations
will be helpful in identifying when and how consumers are motivated to purchase hedonic or
utilitarian add-on items.
Hedonic and utilitarian consumption in consumer behavior research.
Prior research suggests that antecedents to hedonic value are derived from affective
involvement, such as emotional aspects, while antecedents to utilitarian value are derived from
cognitive involvement, such as functional aspects (Voss, Spangenberg, & Grohmann, 2003).
Consumer behavior research shows that the consumption of hedonic and utilitarian is motivated
by different extrinsic cues (Kronrod, Grinstein, & Wathieu, 2012; Kronrod & Danziger, 2013).
For instance, for messages promoting hedonic products, assertive language in advertising leads
to consumers’ higher compliance than non-assertive language. In contrast, non-assertive
language leads to higher compliance for utilitarian products (Kronrod et al., 2012). Similarly,
figurative language, such as metaphors or imitating sounds, leads to more favorable evaluations
in hedonic consumptions versus utilitarian consumptions (Kronrod & Danziger, 2013).
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Hedonic and utilitarian consumption influences post-purchase attitudes such as
satisfaction, loyalty, and re-patronage intentions (Jones, Reynolds, & Arnold, 2006; Lu et al.,
2016). Previous research demonstrates the complexity of interrelationships between
hedonic/utilitarian values and post-purchase attitudes (Jones et al., 2006). Despite a general
positive relationship between hedonic and utilitarian values and post-purchase outcomes, there is
a difference in the extent of the influence. Hedonic shopping value has a stronger influence on
satisfaction, word-of-mouth, and loyalty than utilitarian value. On the contrary, utilitarian
shopping value has a stronger influence on re-patronage intentions than hedonic value (Jones et
al., 2006). Likewise, individuals are more likely to be satisfied with a hedonic purchase than a
utilitarian purchase when it is for themselves (Botti & McGill, 2010). However, hedonic
consumption triggers guilt (Kivetz & Simonson 2002), thereby to reduce such feelings of guilt,
individuals are more likely to purchase hedonic products for others than for themselves (Lu et
al., 2016).
The advance of the Internet allows consumers to enjoy a more convenient shopping
environment. In the early stage of e-commerce, consumers utilized online shopping for utilitarian
reasons, such as convenience and ease-of-use. As online shopping became more pervasive,
consumers sought hedonic and utilitarian benefits in online shopping, similar to shopping offline
(Wolfinbarger & Gilly, 2001). Research suggests that functional attributes are not sufficient to
drive consumers to buy online and that consumers seek more hedonic values online (Babin &
Attaway, 2000; Childers, Carr, Peck, & Carson, 2001). Consumers pursue enjoyment of online
shopping through hedonic aspects of shopping websites (Childers et al., 2001). When positive
emotions arise from hedonic attributes of shopping websites, consumers are more likely to buy
than when they do not (Babin & Attaway, 2000). However, some research argues that utilitarian
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attributes of a website are more important to increase online buying than hedonic attributes
(Bridges & Florsheim, 2008). In sum, utilitarian values link to consumers’ behaviors, such as
website browsing and actual buying, while hedonic values of websites influence consumers’
affection state, such as satisfaction (Childers et al., 2001).
Hedonic and utilitarian consumption in hospitality research
Hospitality exemplifies the experience economy, whereby consumers expect memorable
experiences from service providers (Pizam, 2010). For instance, travelers primarily pursue
hedonic goals in various tourism activities (Rigall-I-Torrent & Fluvià, 2011). However, some
research suggests that utilitarian values, such as product/service quality and convenience, are
critical factors when it comes to the consumption of hospitality product (Overby & Lee, 2006).
In other words, to understand the role of such values on consumers’ purchase decisions in
hospitality, both hedonic and utilitarian values should be taken into consideration (Prebensen &
Rosengren, 2016).
Previous hospitality research examined the effects of hedonic and utilitarian values on
consumers’ purchase decisions and pre- and post- purchasing attitudes in various settings (Lee &
Kim, 2018; Ryu, Han, & Jang, 2010). In a fast-casual restaurant setting that contains both
utilitarian and hedonic values, utilitarian values, such as convenience, economic value, and quick
service, have a more significant influence on satisfaction and behavioral intentions versus
hedonic value, such as good feelings, fund/pleasant experiences, and joy/excitement (Ryu et al.,
2010). For Airbnb users, hedonic value has a positive influence on satisfaction and loyalty,
whereas utilitarian value influences only satisfaction (Lee & Kim, 2018). When travelers shop at
airport duty-free shops, hedonic shopping value has a greater impact on customer satisfaction
and post-purchase intentions, such as re-patronage intention and WOM intention, compared to
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utilitarian value (Han, Lee, & Kim, 2018). A study of American diners’ perceptions of Korean
restaurant shows that American customers value utilitarian aspects of Korean restaurants more
than hedonic aspects. However, when American diners are not familiar with Korean restaurants,
hedonic aspects induce positive behavioral intentions more than utilitarian aspects (Ha & Jang,
2010). In sum, the effects of hedonic and utilitarian values on consumers’ behavioral intentions
and purchase decisions differ based on the service setting.
Hypotheses Development
Windfall Gain and Unplanned Purchase
Mental accounting activates self-control (Thaler & Shefrin, 1981), which attenuates the
windfall gain effect. Thus, discount promotion will be effective in making subsequent purchases
only when individuals are not engaged in a mental budget activity. However, when the windfall
gain effect is maximized by an affective surprise message, its effect will suppress the presence of
a mental budget. Therefore, a surprise discount will induce consumers’ intentions to make
subsequent purchases even if individuals are engaged in a mental budget activity. Empirical
research shows that savings on planned items can create a psychological windfall effect
(Heilman et al., 2002) resulting in unplanned purchases (Ha et al., 2006; Heilman et al., 2002;
Hock, Bagchi, & Anderson, 2019; Janakiraman et al., 2006). If a discount is labeled as a surprise
discount, people may perceive the saving that they obtained from the discount as an unexpected
discount. Research demonstrates that people are more likely to spend money if a saving is
unexpected compared to when it is expected (Ha et al., 2006). People purchase more unplanned
items when they achieve unexpected savings with the use of a surprise coupon at a retail store
(Heilman et al., 2002). There is a spillover effect of an unexpected positive change in the price of
a product, which eventually increases the total amount of spending (Janakiraman et al., 2006).
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Previous research suggests that when consumers receive a discount through playing a
promotional game, they are more likely to have positive attitudes toward the business and spend
more compared to when they receive a traditional type of discount (Hock et al., 2019).
Hospitality research examined the impact of a surprise reward and a membership discount
reward on consumers’ on-site responses (Wu, Mattila, & Hanks, 2015). When cumulative
satisfaction is low, a surprise reward leads to a higher level of customers’ positive response and a
lower level of negative response compared to a 10% discount reward. However, the reward type
does not matter when cumulative satisfaction is high (Wu et al., 2015).
Hypothesis 1: Mental budget will interact with the type of discount on consumers’
intention to make additional purchases.
Hypothesis 1a: When there is budget information, participants with a surprise discount
will be more likely to make additional purchases, followed by a regular discount and nodiscount, which are not different from each other.
Hypothesis 1b: When there is no budget information, participants’ intention to make
additional purchases will be greater when they receive a surprise discount than a regular
discount, followed by no-discount.
Mental Budget and Thinking Style
Analytic thinkers detach from an object and focus on individual attributes of the object,
whereas holistic thinkers orientate to the context as a whole and focus on relationships among
attributes of the object (Nisbett, Peng, Choi, & Norenzayan, 2001). As a result, holistic thinkers
are more attuned to external factors as a determinant of behavior, while analytic thinkers are not
influenced by external factors but focus on the object itself (Choi et al., 1999). Previous research

40

on thinking style found that analytic thinkers are less likely to be influenced by a mental budget
than holistic thinkers (Hossain, 2018).
In this study, external factors are defined by travel budget information and a discount.
Since analytic thinkers adhere to individual norms, an additional mental budget activity will not
influence analytic thinkers’ decisions. On the contrary, for holistic thinkers, external factors will
influence their decisions.
Hypothesis 2: Mental budget will interact with the individual’s thinking style on
consumers’ intentions to make additional purchases
Hypothesis 2a: When there is no budget information, holistic thinkers will rate more
positively for their purchase intentions than analytic thinkers.
Hypothesis 2b: When there is budget information, holistic thinkers’ intentions to make
additional purchases will not differ from analytic thinkers’.
Based on the rationale that holistic thinkers more likely to be influenced by external
factors, the current research predicts that the effect of discount will be greater for holistic
thinkers than for analytic thinkers. How consumers receive a discount may influence the effect of
a discount on consumers’ purchase decisions. Prior research provides evidence that obtaining a
discount by a surprise coupon and winning a promotional game can create a favorable evaluation
of a store (Heilman et al., 2002) and increase the average sales volume (Hock et al., 2019). The
good mood arising from a surprise benefit may result in increased unplanned purchases
(Donovan et al., 1994). Therefore, the effect of a discount on holistic thinkers will be greater
when a surprise discount is offered compared to a regular discount or no discount.
Hypothesis 3: The type of discount will interact with an individual’s thinking style on
consumers’ intentions to purchase an add-on item.
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Hypothesis 3a: For analytic thinkers, the type of discount will not influence intentions to
make additional purchases.
Hypothesis 3b: Holistic thinkers will rate higher intentions to spend more when they
receive a surprise discount versus a regular discount or no discount, which will not differ from
each other.
Product Type
People assess the purpose of a purchase based on their shopping motivations, utilitarian
value or hedonic value. Hedonic consumption occurs to fulfill affective benefits, while utilitarian
consumption occurs when consumers need to satisfy necessities (Bazerman et al., 1998).
Previous research suggests that consumers perceive hedonic value through positive affect
because hedonic consumption is associated with an emotional state (Hirschman, 1980). Windfall
gains activate a positive mood (Kahn & Isen, 1993), and people are likely to maintain their
elevated mood state (Gardner, 1985). Prior research demonstrated that consumers prefer hedonic
products to less hedonic products when they received an unexpected gain (Hock et al., 2019).
Therefore, when consumers receive an expected discount, which elevates their mood, they will
try to maintain the positive mood by purchasing hedonic products. Such an effect can differ
based on the depth of discount. Prior research explored how different discount depths influence
consumers’ choice for a product type (Carpenter & Moore, 2009; Hock et al., 2019). A lower
unexpected discount (10%) increases consumers’ likelihood to purchase and increases overall
spending compared to receiving a 20% expected discount (Hock et al., 2019). Previous research
showed that hedonic and utilitarian value can be influenced by a shopping domain providing
different depths of discount (Carpenter & Moore, 2009). In their work, hedonic and utilitarian
shopping values were compared in two different retail stores, Target and Wal-Mart. They found
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that shoppers perceived more positive hedonic shopping value when respondents shopped at
Target, which provides low discounts, compared to when they shopped at Wal-Mart, which
offers high discounts. In other words, hedonic value decreases as discount increases. On the
contrary, utilitarian shopping value was not influenced by the shopping domain. Based on this
rationale, it can be predicted that when the discount depth is small, consumers’ motivation to
purchase hedonic product will be greater than when the discount depth is medium or large. And
consumers’ intention to purchase a utilitarian product will not influenced by the discount depth.
Hypothesis 4: The depth of discount will interact with the product type on consumers’
intentions to purchase an add-on item.
Hypothesis 4a: When a low discount is provided, participants’ intention to purchase the
hedonic item will be greater than the utilitarian item.
Hypothesis 4b: When medium and large discount are provided, the product type will not
influence consumers’ intention to purchase.
Vacation travel is a hedonic activity, which may be bound up with impulse buying
(George & Yaoyuneyong, 2010). Hedonic consumption is associated with an emotional state
(Hirschman, 1980). A positive mood, which is enhanced by hedonic consumption, boosts
impulse buying. Then, it drives consumers to purchase unplanned products (Dawson & Kim,
2009). Previous research suggests that consumers are more likely to purchase unplanned
products when individuals have high levels of impulse buying tendency (Dawson & Kim, 2009).
Consumers high in impulsiveness are less likely to experience cognitive dissonance after making
an unplanned purchase during travel (George & Yaoyuneyong, 2010).
Hypothesis 5: Impulse buying will mediate the effect of hedonic product on intentions to
purchase add-on items.
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Hedonic consumption requires justification because it evokes a sense of guilt (Kivetz &
Simonson 2002). Therefore, the justification for hedonic consumption is more difficult than for
utilitarian consumption (Thaler, 1980). Because analytic thinkers are inflexible with norms, it is
more difficult for them to justify hedonic consumptions than utilitarian consumptions. However,
a windfall gain will provide a justification of hedonic consumption (Mishra & Mishra, 2011).
Since a windfall gain does not have an established account to be allocated (Arkes et al., 1994),
analytic thinkers will utilize this windfall gain as justification for hedonic consumption.
Therefore, when they receive an unexpected gain, their intention to purchase hedonic will
increase. On the contrary, utilitarian consumption is associated with cognitive benefits, thereby
consumers obtain utilitarian value if they are goal-focused (Bridges & Florsheim, 2008).
Analytic thinkers display an object-focus and goal-oriented tendency. However, regardless of the
presence of a windfall gain, their intention to purchase utilitarian products will not be significant
because an unplanned purchase implies an absence of shopping goal.
According to prior research on personality, positive affect is associated with intuitiveholistic cognitive processing, whereas negative affect fosters analytic thinking (Kazén, Kuhl, &
Quirin, 2015). Consumers obtain hedonic value through positive affect because hedonic
consumption is associated with an emotional state (Hirschman, 1980). Therefore, in general, it is
predicted that holistic thinkers are more likely to purchase hedonic products than analytic
thinkers. Moreover, holistic thinkers tend to deviate from categorization, therefore the effect of
product type will not influence holistic thinkers’ intention to purchase.
Hypothesis 6: There will be an interaction between product type, discount, and thinking
style on consumers’ intention to purchase an add-on item.
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Hypothesis 6a: When no discount is provided, analytic thinkers’ likelihood to purchase
will not be influenced by the product type.
Hypothesis 6b: When a surprise discount is provided, analytic thinkers’ intention to
purchase the hedonic item will be greater than the utilitarian item.
Hypothesis 6c: The product type will not influence holistic thinkers’ add-on item
purchase intention, regardless of the presence of discount.
The receipt of a windfall gain induces consumers’ positive affect. Although a positive
mood may not directly increase spending (Isen, 2000), it can eventually lead to unplanned
purchasing through impulse buying (Dawson & Kim, 2009). Previous research found that a
surprise coupon or a small windfall gain played a catalyst role in evaluating consumers’ mood,
which eventually increased consumers’ spending in store (Heilman et al., 2002; Milkman &
Beshears, 2009). Hence, given the reasoning above, people with a high impulse buying tendency
will be more likely to purchase add-on items when they receive a surprise discount.
Hypothesis 7: Impulse buying will increase the effect of a surprise discount on likelihood
to purchase an add-on item.
Table 1 shows a summary of the hypotheses for the three studies.
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Table 1
Summary of Hypotheses
Hypothesis

Study
Study 1

H1
H1a
H1b

Mental budget x Discount type
Budget: Surprise discount > Regular discount = No discount
No budget: Surprise discount > Regular discount > No discount

H2
H2a
H2b

Mental budget x Thinking style
Analytic thinker: No budget effect
Holistic thinker: No budget > Budget

Study 1

H3
H3a
H3b

Discount type x Thinking style
Analytic thinker: No discount effect
Holistic thinker: Surprise > Regular > None

Study 1

H4
H4a
H4b

Discount depth x Product type
Low discount: Hedonic > Utilitarian
Medium & Large: No product type effect

Study 2

H5

Hedonic Item à Impulse buying à Behavioral intentions

Study 2

H6
H6a
H6b
H6c

Product type x Discount x Thinking style
Analytic thinker, No discount: No product type effect
Analytic thinker, Discount: Hedonic > Utilitarian
Holistic thinker, No discount & Discount: No product type effect

Study 3

H7

Surprise Discount à Impulse buying à Behavioral intentions

Study 3
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CHAPTER 3
METHODOLOGY
Chapter 3 describes the methods relevant to answering the research questions of this
dissertation. This dissertation consists of three studies. A quasi-experimental research is adopted
for these three studies. An online hotel booking setting was used for Study 1 and Study 2, and
Study 3 utilized an online cruise line booking setting. This section describes the justification of
the adopted research method, and the experiment design, operationalization of the manipulated
variables in the studies, and measures of the dependent variables for each study.
Experimental Design
Experimental research allows a researcher to control the research situation, thereby the
true causal relationships among variables can be evaluated (Zikmund, Carr, Babin, & Griffin,
2013). The experimental treatment conditions are classified with respect to the levels of
independent variables (Keppel, 1982). Dependent variables are the outcomes of interest, which
are assumed to change as a consequence of changes in the independent variables (Campbell &
Stanley, 1963). A factorial design, in which the experiment has two or more manipulated
independent variables, allows researchers to observe the effects of one independent variable
under different conditions or under different types of subjects (Campbell & Stanley, 1963). The
effect is evaluated by comparing the results of a factorial experiment for an interaction between
the factors (Keppel, 1982). The strongest comparisons can be achieved through the random
assignment of subjects to the experiment treatment (Campbell & Stanley, 1963). However, there
are many natural social settings that researchers cannot control for through random assignment.
For example, individual background variables, such as sex and ethnicity, do not qualify for
random assignment because they cannot be purposively manipulated. Such situations can be
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regarded as quasi-experimental designs (Campbell & Stanley, 1963). In quasi-experiments,
researchers control the assignment to the treatment condition, using some criterion other than
random assignment (DiNardo, 2016). Quasi-experimental research provides necessary and
valuable information that cannot be obtained by true experimental methods alone (Shadish,
Cook, & Campbell, 2002).
Study 1
The purpose of study 1 is to examine how consumers use mental accounting system
(mental budget and windfall gain) when they make unplanned purchases and how individual
difference can influence those effects when they make unplanned purchases. To answer this
question, study 1 examines the effect of mental budget, discount type, and individual thinking
style on intentions to make subsequent purchases. This section describes the design of
experiment, subjects, stimuli and procedures, and measures.
Design of Experiment
A 2 (mental budget: no budget vs. budget) x 3 (discount type: no discount vs. regular
discount vs. surprise discount) x 2 thinking style (holistic thinking vs. analytic thinking) quasiexperiment was utilized to test H1, H2, and H3. Windfall gain and mental budget were
manipulated using a hypothetical online hotel booking scenario. Subjects were randomly
assigned to one of six conditions. Table 2 displays the experimental design for study 1. Thinking
styles were measured using standard scales (Choi, Dalal, Kim-Prieto, & Park, 2003).

48

Table 2
Study 1 Experimental Design
Discount Type
None
Regular
Surprise

Mental Budget
None
43
43
43

Budget
43
43
43

Operationalization of Variables
Mental budget was depicted as the travel budget information. The specific budget for
each travel item was pretested. For the mental budget group, the itemized travel budget
information was provided as shown in Figure 1. There was no budget information provided for
the no-budget group.

Figure 1. Mental budget was depicted as the itemized budget in Study 1.

The discount type was defined by the degree of surprise (See Figure 2). A surprise
discount was operationalized by an affective surprise-tag of the discount on a hotel room. A
regular discount was operationalized by the discount without the affective surprise-tag. No
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discount was operationalized by the regular rate. The surprise tag for surprise discount was
selected based on the result of pretest. The procedure and result of pretest are described in
Chapter 4.
a. No discount

b. Regular discount

c. Surprise discount

Figure 2. Discount is operationalized as none, regular, and surprise discount in Study 1.

All respondents rated ten items of holistic thinking style on a 7-point Likert-scale (1:
Strongly disagree – 7: Strongly agree). The items utilize the AHS (the Analysis-Holism Scale)
50

developed by Choi et al. (2003). The AHS items captures holistic thinking. Therefore, a low
rating indicates analytic thinking while a high rating indicates holistic thinking. Analytic and
holistic groups have been discrete based on the culture differences in the social phycology
literature (Nisbett, 2003; Nisbett, Peng, Choi, & Norenzayan, 2001). The AHS is useful in
measuring thinking styles when samples have a lack of culture differences (Choi, Koo, Choi,
2017). To predict cognitive task performance differences, researchers recommend using the AHS
to assign individuals from a single culture into two or more groups (Duff & Sar, 2015; Monga &
John, 2010). Following past research, subsequent to averaging all ten items, respondents in this
dissertation were split into analytic and holistic groups based on the median score. Since ten
AHS items capture holism, the respondents with high scores on the AHS are holistic thinkers
whereas those with low scores are analytic thinkers. Table 3 shows the ten items of the AHS.
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Table 3
The Analysis-Holism Scale
The AHS Scale Items
Everything in the universe is somehow related to each other.
Even a small change in any element in the universe can lead to substantial alterations in others.
Any phenomenon has a numerous number of causes although some of the causes are not
known.
Any phenomenon has a numerous number of results although some of the results are not
known.
Nothing is unrelated.
It’s not possible to understand the pieces without considering the whole picture.
The whole is greater than the sum of its parts.
Paying attention to the field is more important than paying attention to its elements.
A marker of good architecture is how harmoniously it blends with other buildings around it.
Sometimes, the empty space in a painting is just as important as the objects.
Note: Adopted from “Culture and judgement of causal relevance,” by I. Choi, R. Dalal, C. Kim-Prieto, and H. Park,
2003, Journal of Personality and Social Psychology, 84(1), 46. Copyright 2003 by the American Psychological
Association.

Subjects and Procedures
Qualtrics, an online research firm, was utilized to collect the sample. To be eligible,
participants were required to be at least 18 years old and made at least one online hotel booking
over the last six months. Random assignment of respondents allows a researcher to assume that
the groups are identical in all variables except for the experimental treatment (Campbell &
Stanley, 1963). Subjects were randomly assigned to one of the six experimental conditions, with
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43 subjects per condition. The sample size for 12 groups to achieve a power of .80 in a test at
the .05 significance level was calculated using GPOWER software (Erdfelder, Faul, & Buchner,
1996). The total sample size was 251, which is sufficient to detect a medium-sized effect (Cohen,
1992). This study obtained approval from University of Nevada Las Vegas’ Institutional Review
Board (IRB). The IRB approval is provided in Appendix A and the participant informed consent
form is provided in Appendix B. The questionnaire for Study 1 is provided in Appendix C.
In the scenario, participants were asked to make a hypothetical hotel reservation for a trip
to Chicago. The first screen displayed the budget information for the budget group, followed by
the result screen of the hotel room rate search on Kayak.com. Participants saw the same hotel
rates over the different channels. The budget information was not provided for the no-budget
group, but only the hotel rate search screen was shown. On the second screen, participants saw
the hotel room rate that they will pay. For the no-discount group, an OTA website screen
showing the regular hotel room rate ($199/night) was displayed. The participants in the regular
discount group saw the hotel website room rate with a 20% discount ($119.40/night) along with
the original rate struck through. For the surprise group, along with the discounted rate
($119.40/night), a surprise message was displayed, indicating that they won a prize in the form
of a 20% surprise discount. After reading the scenario, the respondents were asked to select the
hotel room to proceed with the booking.
Measures
After selecting the hotel room for each condition, respondents rated how enjoyable they
expected this stay to be on an unbalanced 5-point scale (Slightly enjoyable - Extremely
enjoyable). Participates rated the likelihood to spend more for their trip on a 7-point numerical
scale (Extremely unlikely - Extremely likely). To measure perceived transaction value, this study
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adopted one of three items of perceived transaction value, which were developed by previous
work (Grewal, Monroe, & Krishnan, 1998). Participants rated the perceived transaction value,
“This price for the hotel stay makes me feel happy,” on a 7-point Likert scale from strongly
disagree (1) to strongly agree (7). On the following screen, a total of four questions were asked
as a manipulation check. Participants answered yes or no for the question that if they received
the travel budget information. For the discount type manipulation check, they were asked to
select the type of discount that they received. They chose one option among four options
including “No, I did not receive any discount for a hotel stay in this scenario,” “Yes, I received
this hotel website only discount,” “Yes, I received this surprise discount.” The corresponding
photo was displayed for each discount type condition. Realism was checked by asking
participants to rate how realistic the hotel booking scenario was (1: Extremely unrealistic – 7:
Extremely realistic). Finally, the number of online hotel bookings that they have made over the
last six months was asked. Demographic measures included gender, age, education level,
ethnicity, household income, and marital status. The measurement scales are displayed in Table
4.
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Table 4
Study 1 Measures
Dependent Variables
Enjoyable Expectation
Perceived Transaction Value
Likelihood to Spend More

Measurement
How enjoyable do you expect this stay to be?
This price for the hotel stay makes me feel happy.
How likely are you to spend more for this trip to Chicago?

Stimuli
Mental Budget
Discount Type
Realism
Booking Experience

Manipulation Checks
The travel budget information provided.
Please select the type of the discount that you received.
Please rate how realistic this hotel booking scenario is.
Number of online hotel bookings made over the last 6 months

Study 2
Study 2 determines how consumers respond to different depths of surprise discount (low,
medium, and large) and add-on product type (hedonic and utilitarian) when they make
subsequent purchases in an online hotel booking setting. The mediating effect of impulse buying
between the effect of discount depth and respondents’ purchase intentions of add-on items were
subsequently tested. This section describes the design of experiment, subjects, stimuli and
procedures, and measures.
Design of Experiment
Study 2 used a 3 (discount depth: low vs. medium vs. large) x 2 (product type: utilitarian
vs. hedonic) between-subjects design to identify the effects of discount depth and product type
on consumers’ intentions to purchase add-on items (H4). All subjects were randomly assigned to
one of six conditions. Table 5 shows the experimental design. Impulse buying tendency was
measured to test how impulse buying tendency mediates the effect of product type on purchase
decisions for add-on items (H5).
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Table 5
Study 2 Experimental Design
Discount Depth

Low (10%)
Medium (25%)
High (40%)

Product Type
Utilitarian Add-on Item
Hedonic Add-on Item
(Rental Car)
(Hotel Spa)
41
41
41
41
41
41

Operationalization of Variables
Pretesting was conducted to select the discount depths and add-on items. The procedure
and result of the pretests are described in Chapter 4. Discount depths were depicted with three
levels of discount: low, medium, and large. Small discount was operationalized by 10%, 25%
was implemented as a medium discount, and 40% for the large discount was adopted. Figure 3
shows the discount depth stimuli examples.
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a. Low Discount (10%)

b. Medium Discount (25%)

c. High Discount (40%)

Figure 3. Discount stimuli consist of low, medium, and high discounts in Study 2.

As shown in Figure 4, the product type was operationalized as utilitarian and hedonic
add-on items. Based on the pretest results, a rental car was selected as a utilitarian add-on item,
and a hotel spa visit was selected as a hedonic add-on item.
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a. Utilitarian add-on item

Rental Car
We assist you to book a rental car for your
convenient stay with us.

BOOK

b. Hedonic add-on item

Spa Treatment
It’s the ultimate in mindfulness: Indulge
yourself in a spa getaway that soothes the
body and mind.

BOOK

Figure 4. Product type is operationalized as utilitarian and hedonic add-on items in Study 2.

Subjects and Procedures
A total of 246 participants were recruited through the online research firm, Qualtrics. To
be eligible for the survey, subjects had to be at least 18 years old and had made at least one
online hotel booking in the past six months. With 41 subjects per condition, participants were
randomly assigned to one of six experiment conditions. The sample size is sufficient to detect a
medium-effect size with a power of .80 at the .05 significance level (Cohen, 1992), which was
calculated using GPOWER software (Erdfelder et al., 1996). The questionnaire for Study 2 is
provided in Appendix D.
The hypothetical hotel booking scenario was repeated for Study 2 after modifying the
specific stimuli information from Study 1. As with Study 1, participants were asked to plan a 3day trip to Chicago for their vacation in September. On the first page, participants saw the
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displayed results of a hotel room rate search from a meta-search engine (Kayak.com), whereby
the hotel is selling at the same regular rate ($199/night) across multiple booking websites,
including the hotel brand website and online Travel Agency (OTA) websites. Participants were
directed to the hotel brand website on the second page. They saw a surprise message, which
indicated that they won a prize in the form of a 10% (or 25%, or 40%) surprise discount. Below
the message, the discounted hotel room rate for three nights was displayed with the regular rate
and the total saving amount (10%: $59.70; 25%: $149.25; 40%: $268.65). After reading the
scenario, participants were asked to select the room to book. On the third page, participants saw
either the hedonic (hotel spa) or the utilitarian add-on item (rental car) with a description. Then,
they were asked to answer the questions.
Measures
After reading the description of the add-on item, participants were asked to rate the
likelihood to purchase the add-on item with the hotel room on a 7-point Likert scale (1:
extremely unlikely – 7: extremely likely). An open-ended question was asked, whereby
participants entered the dollar amount that they are willing to pay for the offered add-on item.
Then, a binary choice for the intention to purchase the offered add-on item with their hotel stay
was asked (Yes or No). Then, participates rated nine items of impulse buying tendency using a 7point Likert scale (1: Strongly disagree – 7: Strongly agree). For impulse buying, nine items
(α=.86), developed in previous research, were utilized (Rook & Fisher, 1995). Table 6 shows the
scale items of impulse buying.
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Table 6
Scale Items of Impulse Buying
Impulse Buying Scale Item
I often buy things spontaneously.
“Just do it” describes the way I buy things.
I often buy things without thinking.
“I see it, I buy it” describes me.
“Buy now, think about it later” describes me.
Sometimes I feel like buying things spur of the moment.
I buy things according to how I feel at the moment.
I carefully plan most of my purchases.
Sometimes I am a bit reckless about what I buy.
Note: Adopted from “Normative influences on impulsive buying behavior,” by D.W. Rook, and R. J. Fisher 1995,
Journal of Consumer Research, 22(3), 305-313. Copyright 1995 by Oxford University Press.

On the last screen, participants answered manipulation check questions and demographic
variables. Using a sliding scale with a range from 0% to 100%, they indicated the discount %
that they received in the online hotel booking scenario. For the add-on item manipulation check,
four add-on items’ (spa treatment, late check-out, rental car, room upgrade) photos and
descriptions were displayed, asking participants to choose the one that they were offered in the
scenario. To verify the perceived utilitarian/hedonic value for each add-on item, one scale item
for the perceived utilitarian value, “If I purchase this item, I will purchase it because it is
necessary”, and hedonic value “If I purchase this item, I will purchase it because it is enjoyable”
were rated on a 7-point Likert scale (1: Strongly disagree – 7: Strongly agree). Then, participates
reported how realistic the hotel booking scenario was, using a 7-poit scale (1: Extremely
unrealistic – 7: Extremely realistic). The respondents indicated the number of hotel bookings
they have made over the last six months. For the demographic measures, gender, age, education
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level, ethnicity, house income level, and marital status were asked. Table 7 summarizes the
measures of Study 2.

Table 7
Study 2 Measures
Dependent Variables
Likelihood to Purchase
Willingness to Pay ($)
Choice

Measurement
How likely are you to purchase this add-on item with your hotel room?
How much would you be willing to pay for this add-on item?
Will you purchase this add-on item along with your hotel stay?

Stimuli
Discount Depth
Product Type
Perceived Utilitarian Value
Perceived Hedonic Value
Realism
Booking Experience

Manipulation Checks
In this hotel booking scenario, what % discount did you receive?
Which of the following is the add-on item that you were offered?
If I purchase this item, I will purchase it because it is necessary.
If I purchase this item, I will purchase it because it is enjoyable.
Please rate how realistic this hotel booking scenario is.
How many online hotel bookings did you make over the last 6 months?

Study 3
The purpose of this study is to finalize the consumer unplanned purchase decision
process model and to check its generality in a new domain. Thus, this study tested the effect of
the key determinants of unplanned purchases in a cruise line setting. Specifically, this study
examined the effect of surprise discount, product type, and individual thinking style on purchase
intentions for a cruise add-on item. Subsequently, impulse buying was included to test its
mediating role. The following section describes the design of experiment, subjects, stimuli and
procedures, and measures for Study 3.
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Design of Experiment
A 2 (discount: none vs. surprise) x 2 (product type: hedonic vs. utilitarian) x 2 thinking
style (holistic vs. analytic) quasi-experiment was used in Study 3. This study utilized an online
cruise line setting to determine how key drivers of unplanned purchases (surprise discount, addon product type, and individual thinking style) interacted with each other (H6), and how impulse
buying tendency mediates the effect of surprise discount on purchase decisions of add-on items
(H7). Table 8 shows the experimental design for Study 3.

Table 8
Study 3 Experimental Design
Discount

None
Surprise

Product Type
Utilitarian Add-on Item
(On-board Internet Package)
74
74

Hedonic Add-on Item
(Cabin Upgrade)
74
74

Figure 5 depicts the proposed decision process model for unplanned purchases.
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Figure 5. Proposed conceptual mediation model for unplanned purchase decision process.

Operationalization of Variables
As operationalized in previous studies, a surprise discount was depicted as the presence
of surprise discount. Figure 6 displays the example of discount stimuli. For the no-discount
group, the regular cruise rate was displayed ($1,399). The participants in the surprise discount
group saw a surprise message that they won a prize in the form of a 35% surprise discount. The
same surprise tag used in Study 1 and Study 2 was used for this study. The regular rate and
discount amount were finalized based on the pretest results. The procedure and pretest results are
described in Chapter 4. Add-on item product type was operationalized as utilitarian and hedonic
products.
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a. None

b. Surprise discount

Figure 6. Discount stimuli consist of none and surprise discount in Study 3.

Figure 7 shows the example of product type stimuli. After reviewing the pretest results,
an on-board internet package was selected as the utilitarian add-on item and a cabin upgrade was
selected as the hedonic add-on item. For individual thinking style, the AHS (Choi et al., 2003)
was used.
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a. Utilitarian add-on item

b. Hedonic add-on item

Figure 7. Product type is depicted as utilitarian and hedonic add-on items in Study 3.

Subjects and Procedures
Subjects were composed of the cruise consumer population recruited through Qualtrics,
an online market research firm. In order to be eligible, subjects had to be at least 18 years old and
made at least one online cruise line booking in the past five years. About 74 participants were
randomly assigned to one of eight conditions, which yield a total of 296 samples. The required
sample size was calculated using GPOWER software (Erdfelder et al., 1996), which expects a
medium-size effect (.85) at the .05 significance level (Cohen, 1992). The questionnaire for Study
3 is provided in Appendix E.
A hypothetical online cruise line booking for a 7-day Caribbean cruise trip for a vacation
in January 2020 was used. On the first screen, participants read the given scenario and saw an
online cruise line booking website that resembles an actual cruise booking site. A regular cruise
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rate ($1,399) was displayed with a product description. On the second page, participants in the
no-discount group saw the same screen as the first page, and were asked to select the product to
book. Participants in the surprise discount group saw a surprise message, saying that they won a
prize in the form of a 35% surprise discount. Below the surprise-tag, they saw the regular rate
struck through, and the discounted cruise rate ($909.35) with the saving amount ($489.54). They
were asked to select the product to book. On the following screen, the likelihood to spend more,
“This deal makes me want to spend more on my entire trip (per person, including air,
transportation, hotel, etc.) in addition to the cruise”, was rated with a 7-point Likert scale (1:
Strongly disagree – 7: Strongly agree). On the fourth screen, either a cabin upgrade as a hedonic
add-on item, or an on-board internet package as a utilitarian add-on item was displayed with a
photo and description. Then, participants answered questions related to thinking style, impulse
buying tendency, the dependent measures, manipulation checks, and demographic measures.
Measures
After reading the description, participants evaluated their likelihood to purchase the addon item and perceived transaction value on 7-point Likert scales (1: Extremely unlikely – 7:
Extremely likely), their enjoyable cruise expectation on an unbalanced 5-point scale (Slightly
enjoyable - Extremely enjoyable), and their intention to purchase the offered add-on item as a
binary choice (Yes or No). An open-ended question was asked, whereby the participants entered
the dollar amount that they were willing to pay for the offered add-on item. For impulse buying,
nine items (α=.87), developed in previous research, were utilized (Rook & Fisher, 1995). To
check manipulations, the participants answered six questions. For the discount depth
manipulation check, participants were asked to choose the offered discount % among four
options: 0% (no discount was offered), 10%, 35%, and 50%. For the add-on item manipulation
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check, participants chose one from three add-on items (spa treatment, on-board internet package,
and cabin upgrade). As with Study 2, the perceived utilitarian/hedonic value for each add-on
item was rated on a 7-point Likert scale (1: Strongly disagree – 7: Strongly agree). Then,
participants evaluated the degree of realism, using a 7-point scale (1: Extremely unrealistic – 7:
Extremely realistic). For the booking experience, the number of online cruise bookings they
made over the last five years was asked. Demographic measures included gender, age, education
level, ethnicity, house income level, and marital status. Table 9 shows the scale items of impulse
buying.

Table 9
Study 3 Measures
Dependent Variables
Pre-Likelihood to Spend More
Perceived Transaction Value
Enjoyable Expectation
Likelihood to Purchase
Willingness to Pay ($)
Choice
Stimuli
Discount Depth
Product Type
Perceived Utilitarian Value
Perceived Hedonic Value
Realism
Booking Experience

Measurement
This deal makes me want to spend more on my entire trip.
This price for the cruise stay makes me feel happy.
How enjoyable do you expect this stay to be?
How likely are you to purchase this add-on item?
Enter the amount you be willing to pay for the add-on item.
Will you purchase this add-on item?
Manipulation Checks
What % discount was shown in the deal?
Which of the following is the offered add-on item?
I will purchase it because it is necessary.
I will purchase it because it is enjoyable.
Please rate how realistic this hotel booking scenario is.
Number of online cruise bookings over the last 5 years
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CHAPTER 4
RESULTS
This chapter presents the results of each study. This chapter is organized by study and
includes a detailed review of the results of each dependent variable. This research proposed
mental budget and windfall gain effect by two thinking styles (Study 1), and the effect of product
type with mediating effect of impulse buying (Study 2) on consumers’ unplanned purchase
decisions. Finally, the generality test of key determinants of consumers’ unplanned purchase
decision was conducted in a cruise line setting. This chapter will provide an explanation of
hypotheses support for each study.
Pretest
Prior to the main studies, pretests were conducted to identify appropriate stimuli in each
study. For Study 1, itemized travel budgets and surprise discount tags were pretested. In pretest
1, various depths of discount for hotel and cruise line were asked. Pretest 2 was conducted to
find the appropriate itemized travel budgets, and to find the effective surprise discount tag.
Finally, pretest 3 was conducted to identify the adequate hedonic and utilitarian add-on items.
Pretest Sample
Three pretests were conducted using separate samples of respondents, recruited through
online research firms, Qualtrics (Pretest 1 and 2) and M-Turk (Pretest 3). To eligible for the
survey, participants had to be at least 18 years old and have made an online booking for travel or
cruise. In regard to sample sizes, 46 and 47 subjects were recruited through Qualtrics for pretests
1 and 2, respectively. A total 104 subjects were recruited through M-Turk for pretest 3. The
demographic profile of the pretests is displayed in Table 10.
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Table 10
Demographic Characteristics of Pretests
Characteristic

Gender
Male
Female
Age Group
18-29
30-39
40-49
50-59
60 +
Annual Income
$39,999 or Less
$40,000-$59,999
$60,000-$79,999
$80,000-$99,999
$100,000-$149,999
$150,000-$199,999
Over $200,000
Education
High school graduate or less
2-year degree or some college
Bachelor's degree
Graduate degree
Ethnic Group
Caucasian
African-American
Hispanic
Asian
Native-American / Other
Marital Status
Single
Married
Separated/Divorced/Widow
Other
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Pretest 1
(n=46)
%
32.6
67.4

Frequency (%)
Pretest 2
(n=47)
%
44.7
53.2

Pretest 3
(n=104)
%
54.5
45.5

13.0
8.7
6.5
13.0
58.7

15.2
15.2
10.9
8.7
50.0

32.4
44.1
9.8
7.8
5.9

23.9
13.0
13.0
17.4
19.6
8.7
4.3

13.0
19.6
19.6
10.9
30.4
4.3
2.2

33.3
18.6
23.5
7.8
9.8
3.9
2.9

17.8
24.4
40.0
17.8

15.2
19.6
26.1
39.1

30.7
14.9
40.6
13.9

78.3
10.9
6.5
2.2
2.2

65.2
8.7
8.7
8.7
8.7

71.0
8.0
8.0
9.0
4.0

26.1
50.0
21.7
2.2

28.3
65.2
4.3
2.2

44.1
47.1
7.8
1.0

Results of the Pretests
Study 1. Mental budget and surprise discount tag.
The pretested variables for study 1 included the itemized travel budgets and a surprise
discount tag. Participants were asked to assume that they were planning a three-day trip to
Chicago. Then, participants were asked to enter the dollar amount for lodging (per room, per
night, tax exclusive), flight (round-trip), ground transportation that is airport shuttle, taxi, etc.,
food and beverage that is lunch, dinner, etc., entertainment that is show, museum, etc., shopping,
and other, along with the overall travel budget amount. Table 11 shows the means and medians
for each budget item. Based on the frequency of responses, means and medians, $309 for
lodging, $400 for flight, $200 for ground transportation, $400 for food and beverage, $300 for
shopping, and $200 for other were finally selected. The finalized overall travel budget was
$2,600. The finalized itemized travel budget information was displayed for the budget group
condition in Study 1.

Table 11
Pretest Result of Itemized Travel budgets
Travel item
Lodging
Flight
Ground transportation
Food and beverage
Entertainment
Shopping
Other
Overall travel budget

M
$322.36
325.38
88.04
223.40
138.00
91.60
43.30
$ 3,997.53

Mdn
$300.00
300.00
50.00
200.00
100.00
80.00
200.00
$ 1,414.00

Note: All budget items are in dollars.
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SD
$292.87
237.52
91.49
200.69
160.25
101.23
97.88
$1,477.25

Finalized
$309.00
400.00
200.00
400.00
200.00
300.00
200.00
$2,600.00

To select the surprise discount tag for three main studies, participants rated the degree of
surprise, “This discount tag is surprising” and appealing, “This discount is appealing to me” on a
7- point Likert-scale (1: Strongly disagree – 7: Strongly agree) for eight surprise tags.
Additionally, realism, “How realistic is this discount tag?” was rated for eight surprise tags on a
7-point numerical scale from 1 (extremely unlikely) to 7 (extremely likely). The surprise tags
included four non-animated images (Tag1, Tag 3, Tag 5, and Tag 7) and four animated images
(Tag 2, Tag 4, Tag 6, and Tag 8). Table 12 shows the examples of eight surprise tags and
respondents’ ratings. Participants reported that Tag 4 (M = 4.15) was the most surprising tag,
followed by Tag 2 (M = 4.13). The most appealing tag was Tag 2 (M = 3.94), followed by Tag 7
(M = 3.89), and Tag 3 (M = 3.74). Respondents perceived that Tag 7 (M = 3.89) was the most
realistic, followed by Tag 4 (M = 3.64), and Tag 2 (M = 3.53). Considering all three ratings, Tag
2 was finally selected, which had relatively high ratings for all three items. The selected surprise
tag was displayed for the surprise discount condition in Studies 1 and 3, and all discount
conditions in Study 2, with the corresponding discount percentages.
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Table 12
Surprise Tag Evaluations
Surprise Tag

Surprise
3.94
(1.86)

Appealing
3.60
(1.87)

Realism
2.98
(1.78)

Tag 2*

4.13
(1.53)

3.94
(1.60)

3.53
(1.64)

Tag 3

3.81
(1.78)

3.74
(1.73)

3.43
(1.68)

Tag 4

4.15
(1.81)

3.68
(1.78)

3.64
(1.81)

Tag 5

3.64
(1.69)

3.23
(1.55)

3.06
(1.56)

Tag 6

3.53
(1.73)

3.21
(1.71)

3.06
(1.69)

Tag 7

3.87
(1.77)

3.89
(1.78)

3.89
(1.72)

Tag 8

3.60
(1.67)

3.60
(1.60)

3.23
(1.55)

Tag 1

Note: N = 47. Tag 2* was finally selected for the main studies. Numbers in the parentheses indicate standard
deviation.
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Study 2. Discount depth and product types.
The low, medium, and high discount depths were pretested for Study 2. After reading the
scenario for a three-day trip to Chicago, participants entered the dollar amount for the daily hotel
room budget. Then, using a sliding scale with the range from 0% to 50%, they indicated the
discount % for perceived low, medium, and high discount depths, along with a realistic
discount %. Table 13 shows the means and medians for each measure. Based on the means and
medians, the regular rate was finalized at $199. The finalized discount depths include 10% for
the low discount condition, 25% for the medium discount condition, and 40% for the high
discount condition.

Table 13
Pretest Result of Discount Depths for Study 2
Discount
Scale Items
Depth
None
1 night hotel room budget

M

Mdn

SD

Finalized

$188.78

$150.00

$140.49

$199.00

Low

Minimum acceptable discount %

17.70

15.00

14.81

10.0%

Medium

Expected discount %

21.40

15.00

11.37

25.0%

High

Most desirable discount %

31.50

26.00

13.87

40.0%

Realistic

Maximum realistic discount %

23.60

20.00

14.20

Note: N = 46.

Pretesting was conducted to determine the appropriate hedonic and utilitarian items for
the hotel setting. A total of 13 add-on items and descriptions were collected after reviewing
actual hotel brand websites in the US. The examples of add-on items include early check-in,
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valet parking, hotel spa, room upgrade, and F&B credit. Participants rated two items for
perceived utilitarian value, “If I purchase this item, I will purchase it because it is necessary” and
“If I purchase this item, I will purchase it because it is helpful”, and two perceived hedonic value
items, “If I purchase this item, I will purchase it because it is enjoyable” and “If I purchase this
item, I will purchase it because it is pleasant”, using a 7-point Likert scale (1: Strongly disagree –
7: Strongly agree). They rated the likelihood to purchase (LTP) the add-on item with a hotel
room booking on a 7-point numerical scale from 1 (extremely unlikely) to 7 (extremely likely).
Finally, an open-ended question for willingness to pay (WTP$) was asked, whereby participants
wrote the dollar amount they were willing to pay for each add-on item with a hotel booking. The
result is displayed in Table 14. After reviewing all ratings, hotel spa (Mhedonic = 6.19, Mappealing =
5.26. MWTP$ = $75.52, MLTP = 3.93) was selected for a hedonic item. For a utilitarian item, rental
car was selected (Mutilitarian = 5.48, Mappealing = 4.81. MWTP$ = $74.98, MLTP = 4.03).
A series of repeated measures ANOVAs with a hotel spa and a rental car on two items of
utilitarian value, two items for hedonic value, appealing, WTP$, and LTP were conducted. The
results revealed that both utilitarian values were significantly different from hotel spa and rental
car (Utilitarian1: F1,57 = 72.31, p < .000, eta2 = .56; Utilitarian2: F1,57 = 16.81, p < .000, eta2
= .23). It indicates that utilitarian value for hotel spa and rental car are significantly different
from each other. Two hedonic values for two add-on items were significantly different from each
other (Hedonic1: F1,57 = 42.59, p < .000, eta2 = .43; Hedonic2: F1,57 = 59.26, p < .000, eta2
= .51). The results of analysis on appealing, WTP$ and LTP showed that all ratings are not
significantly different from each other (Fs < 2.74, p > .10). Therefore, hotel spa and rental car are
appropriate hedonic and utilitarian items for Study 2.
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Table 14
Ratings for Hotel Add-on Items
Add-on Item
Internet

Utilitarian Value Hedonic Value
5.52
5.11
(1.67)
(1.79)
5.48
4.18
Rental Car*
(1.64)
(1.82)
5.07
4.29
Transfer to Airport
(1.67)
(1.88)
4.99
5.25
Late Check-Out
(1.38)
(1.55)
4.80
4.16
Early Check-In
(1.74)
(1.68)
4.79
5.64
Breakfast for one
(1.54)
(1.18)
4.61
3.97
Dog Friendly Fee
(2.22)
(2.15)
4.17
3.96
Valet Parking
(1.63)
(1.91)
3.75
6.09
Room Upgrade
(1.59)
(1.01)
3.59
6.19
Hotel Spa*
(1.56)
(1.13)
3.49
4.79
F&B Credit
(1.61)
(1.51)
3.32
5.12
City Tour
(1.88)
(1.52)
2.84
5.48
Beer
(1.61)
(1.53)

Appealing
5.57
(1.73)
4.81
(1.85)
4.74
(1.69)
5.29
(1.48)
4.24
(1.87)
5.62
(1.46)
3.57
(2.37)
3.83
(1.91)
5.93
(1.06)
5.26
(1.55)
4.22
(1.87)
3.95
(2.19)
4.93
(1.83)

WTP ($)
$36.57
($74.60)
$74.98
($86.24)
$52.36
($77.33)
$52.38
($82.68)
$36.91
($78.42)
$45.28
($75.47)
$39.62
($67.52)
$40.45
($80.86)
$147.10
($119.22)
$75.52
($82.64)
$51.05
($74.58)
72.33
(104.60)
43.50
(66.94)

LTP
4.78
(2.04)
4.03
(1.97)
3.98
(1.86)
4.24
(1.94)
3.53
(1.93)
5.07
(1.66)
2.97
(2.35)
3.24
(1.86)
4.71
(1.62)
3.93
(1.81)
3.48
(1.96)
3.45
(2.10)
3.90
(2.01)

Note: N = 58. The averages of two items for utilitarian and hedonic value are shown. Numbers in the parentheses
indicate standard deviation. Rental car and hotel spa were finally selected for study 2.

Study 3. Discount amount and product types.
A total of 46 subjects participated in the pretest, which defined the realistic regular rate
and discount depth for the cruise setting. To define the realistic cruise cabin rate, an open-ended
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question was asked, whereby participants entered the dollar amount of the budget for a sevenday cruise trip. After considering the mean ($1,532.07) and the median ($1,075.00), the finalized
regular cabin rate was $1,399, which was displayed for the no-discount group in Study 3. Using
the provided sliding scale with the range from 0% to 50%, participants indicated the % of
discount for the cruise that they consider most desirable. Based on the mean (34.17%) and the
median (32.50%), 35% was selected as a discount amount in Study 3.
For cruise add-on items, 11 items and descriptions were collected after reviewing US
cruise line company websites. The add-on items included on-board internet packages, cruise spa,
luggage service, and cabin upgrades. Table 15 shows the summary of the pretest results for
cruise add-on items. To find the effective hedonic and utilitarian cruise add-on items,
participants rated the same seven measurements for 11 cruise add-on items: two items of
utilitarian value, two items for hedonic value, appealing, WTP$, and LTP. Based on the all
ratings, an onboard internet package (Mutilitarian = 5.12, Mappealing = 5.85. MWTP$ = $56.85, MLTP =
5.59) and a cabin upgrade Mhedonic = 5.98, Mappealing = 5.20. MWTP$ = $66.20, MLTP = 4.63) were
selected for a utilitarian and hedonic add-on item, respectively. Repeated measures ANOVAs
with a cabin upgrade and an onboard internet package on seven dependent measures were
conducted to confirm the appropriateness of the selected add-on items. The results revealed that
there were significant main effects of product type on utilitarian value (Utilitarian1: F1,45 = 11.59,
p < .05, eta2 = .21, Utilitarian2: F1,45 = 22.64, p < .000, eta2 = .34) and hedonic value (Hedonic1:
F1,45 = 23.31, p < .000, eta2 = .34; Hedonic2: F1,49 = 19.50, p < .000, eta2 = .30). The results
indicate that a cabin upgrade and an onboard internet package have discrete hedonic and
utilitarian values. The analysis on appealing, WTP$, and LTP revealed that there was no main
effect of product type on three dependent variables (Fs < 1.80, p > .19). The pretest results
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indicate that an onboard internet package and a cabin upgrade are appropriate utilitarian and
hedonic items for Study 3.

Table 15
Ratings for Cruise Add-on Items
Add-on
On-board Internet Package
Transfer to Cruise
Luggage Service
Drink Package Upgrade
Cruise Spa
Special Restaurant
Cabin Upgrade
Shore Excursion
Photo Service
Celebration Package
Gaming Credit

Utilitarian
Value
5.12
(1.41)
5.01
(1.34)
4.97
(1.45)
4.39
(2.08)
4.14
(1.98)
4.01
(1.92)
3.93
(1.99)
3.92
(1.94)
3.73
(1.83)
3.64
(1.83)
3.23
(2.05)

Hedonic
Value
4.80
(1.92)
4.77
(1.70)
4.99
(1.55)
5.64
(1.69)
6.01
(1.00)
5.92
(1.15)
5.98
(1.22)
5.87
(1.25)
5.72
(1.42)
5.36
(1.31)
5.18
(1.68)

Appealing

WTP ($)

LTP

5.85
(1.26)
4.96
(1.63)
4.83
(1.77)
5.20
(1.95)
5.72
(1.22)
5.17
(1.51)
5.39
(1.95)
5.24
(1.83)
4.35
(1.97)
4.30
(1.84)
3.89
(2.06)

$56.85
($71.14)
$83.63
($159.38)
$48.43
($63.06)
$94.65
($113.23)
$97.93
($96.76)
$62.02
($73.93)
$66.20
($90.98)
$105.74
($117.67)
$63.20
($105.03)
$101.83
($156.05)
$50.67
($79.13)

5.59
(1.48)
4.67
(1.55)
4.50
(1.87)
5.15
(2.17)
4.63
(1.97)
4.87
(1.63)
5.35
(1.48)
5.17
(1.50)
3.80
(2.12)
3.65
(2.04)
3.52
(2.19)

Note: N= 46. The averages of two items for utilitarian and hedonic value are shown. Numbers in the parentheses
indicate standard deviation. Onboard internet package and cabin upgrade were finally selected for study 3.
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Study 1: Mental Budget and Windfall gain
The first study examined the effect of a mental budget and a windfall gain to identify how
consumers utilize a mental accounting system when they make subsequent spending decisions.
The following sections are organized according to the effect of determinants. To analyze the
data, SPSS version 25 was used. A series of 2 x 3 x 2 ANOVAs were conducted on the
dependent measures to determine differences between groups. For thinking styles, the items were
averaged into single item and split into two groups (low group: analytic, high group: holistic)
using a median split method (Median = 5.1). Null hypotheses were rejected if results were at
the .05 significance level. If the results were not significant, the null hypotheses failed to be
rejected. Simple effects (Keppel, 1982) were used to analyze significant interactions and to
determine the effects of one of the independent variables at a fixed level of another independent
variable.
Demographic Profile
A total of 258 samples were collected via Qualtrics, an online research firm. Table 16
exhibits the demographic profile of respondents for the three main studies. A total of 43 subjects
were randomly assigned to one of six manipulated conditions. Approximately 33.9% of the
sample was male and 66.1% was female. With regard to age, more than half of the respondents
were younger than 39. In terms of annual income, approximately 53.3% of the respondents
indicated an annual household income of $60,000 or more. For education level, 58.8% of the
sample had a bachelor’s degree or graduate degree. More than half of the sample was Caucasian
(63.8%), followed by Asian (15.6%). With regards to marital status, 43.2% of the respondents
were married. All of the respondents answered that they made at least one online hotel booking
over the last six months.
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Table 16
Demographic Characteristics of Sample
Characteristic

Gender
Male
Female
Age Group
18-29
30-39
40-49
50-59
60 +
Annual Income
$39,999 or Less
$40,000-$59,999
$60,000-$79,999
$80,000-$99,999
$100,000-$149,999
$150,000-$199,999
Over $200,000
Education
High school graduate or less
2-year degree or some college
Bachelor's degree
Graduate degree
Ethnic Group
Caucasian
African-American
Hispanic
Asian
Native-American / Other
Marital Status
Single
Married
Separated/Divorced/Widow
Other

Study 1
(n=258)
%
33.9
66.1

Frequency (%)
Study 2
(n=246)
%
30.2
69.8

Study 3
(n=296)
%
26.0
74.0

46.7
26.5
14.0
8.6
4.3

34.4
30.2
15.3
13.8
6.3

21.3
23.3
15.9
18.6
20.9

23.3
23.3
16.3
10.1
14.8
7.0
5.1

21.7
27.5
19.6
11.1
14.3
4.2
1.6

23.3
18.9
18.6
14.2
15.2
4.4
5.4

13.2
28.4
44.4
14.0

18.0
29.1
33.9
19.0

11.8
31.4
38.5
18.2

63.8
9.3
8.2
15.6
3.1

70.9
10.1
10.1
7.4
1.6

74.7
11.1
4.7
5.7
3.7

49.4
43.2
5.4
1.9

46
43.4
9.5
1.1

32.8
50.7
14.9
1.7
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Manipulation Checks
When asked if they received the travel budget information, 42.9% of the participants in
the no-budget group answered that they did not receive the budget information. For the budget
group, 94.6% of the participants in the group responded that they received the travel budget
information. The results indicate that the no-budget group was not effectively manipulated;
however, the budget group was successfully manipulated. Participants were asked whether they
received a discount in the scenario and were asked to select the type of discount. Approximately
64.0% of the participants in the no-discount group answered that they did not receive any
discount. For regular discount group, 77.9% of the participants answered correctly, and 75.6% of
the participants reported the correct discount type for the surprise discount group. Thus, the
discount type was effectively manipulated. Table 17 shows the summary of the manipulation
checks for mental budget and discount type.

Table 17
Study 1 Manipulation Checks
Mental Budget
Dependent Variables
I did not receive any budget information.
I received the travel budget information.

No Budget
42.60
57.40

Dependent Variables
I did not receive any discount.
I received a regular discount.
I received a surprise discount.

None
64.00
2.30
3.50

Note: Results are expressed in percentage form.
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Budget
5.40
94.60
Discount Type
Regular
31.40
77.90
20.90

Surprise
4.70
19.80
75.60

For the manipulation check on the degree of realism, participants rated the extent to
which the online hotel booking is realistic. The result of a one-way ANOVA shows that the
realism for the hotel booking scenario did not differ between the manipulated groups (Fs < 2.06,
p > .13). The mean of realism for each manipulated condition ranged between 4.12 and 4.84.
Therefore, the online hotel booking scenario was successfully simulated over the six manipulated
conditions.
Result
Windfall gain effect.
Three-way ANOVAs were conducted on an enjoyable hotel stay expectation, perceived
transaction value, and likelihood to spend more (LTSM). In contrast to the predicted two-way
interaction between mental budget and discount type, no significant interaction was found (F <
2.4, p > .09). Thus, hypotheses 1a and 1b are not supported. However, a significant main effect
of discount type on perceived transaction value and LTSM were found, while there was no effect
on enjoyable hotel-stay expectation (See Table 18). Participants reported higher transaction value
when they received a surprise discount (M = 5.33) or a regular discount (M = 5.22), both of
which were significantly different than no discount (M = 4.12). In a similar pattern, participants’
LTSM were significantly higher when there was a surprise discount (M = 5.03) or a regular
discount (M = 4.66) compared to when no discount was provided (M = 3.77).
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Table 18
Study 1 Main Effect of Discount Type on Dependent Variables
Dependent Variable

Enjoyable expectation
Perceived transaction value
Likelihood to spend more

None
3.45
(1.01)
4.12a
(1.68)
3.77a
(1.78)

Independent Variable
Discount Type
Regular
Surprise
3.58
3.59
(.87)
(.92)
5.22b
5.33b
(1.56)
(1.51)
4.66b
5.03b
(1.60)
(1.56)

F (2,246)

Effect Size

.60

N/A

13.87**

.10

12.77**

.09

Note: **p < .01. Means sharing a common subscript are not statistically different at *p <.05 according to the
Bonferroni procedure.

The analysis revealed a significant discount type x thinking style interaction on enjoyable
hotel-stay expectation (F2,239 = 3.83, p < .05, eta2 = .03) and LTSM (F2,239 = 3.77, p < .05, eta2
= .03), and a marginal effect on perceived transaction value (F2,239 = 2.71, p < .07, eta2 = .02). To
determine its source, simple effects of discount type at each level of thinking style were analyzed
(Keppel, 1982). The effect of discount type on three dependent variables was not significant for
analytic thinkers (Fs < 2.4, p > .90). The result revealed a significant discount type effect on
three dependent variables for holistic thinkers. Table 19 shows the summary of the simple effect
of discount type on three dependent variables for holistic thinkers. Bonferroni post-hoc analysis
among the three discount types shows that holistic thinkers reported a more favorable hotel stay
expectation when a surprise discount was offered (M = 4.0) versus when a regular discount (M =
3.83) or no discount (M = 3.47) was offered, which were not significantly different from each
other. Holistic thinkers reported higher perceived transaction value when they received a surprise
discount (M = 5.66) or a regular discount (M = 5.77), both of which significantly differed from
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when there was no discount (M = 3.80). Likewise, holistic thinkers’ LTSM for their trip was
higher when they received a surprise discount (M = 5.60) or a regular discount (M = 5.02), both
of which were significantly different than no discount (M = 3.09). The results support Hypothesis
3a and partially support Hypothesis 3b.

Table 19
The Simple Effect of Discount Type on Dependent Variables for Holistic Thinkers
Dependent Variables

Enjoyable Expectation
Perceived Transaction Value
Likelihood to Spend More

Independent Variables
Discount Type
None
Regular
Surprise
3.47a
3.83a
4.00b
(1.04)
(.76)
(.67)
4.13a
5.77b
5.66b
(1.78)
(1.23)
(1.33)
3.80a
5.02b
5.60b
(1.99)
(1.38)
(1.10)

F(1,124)

Effect size

4.15*

.06

14.27*

.19

14.45*

.19

Note: * p < .05. Means sharing a common subscript are not statistically different at *p <.05 according to the
Bonferroni procedure. Numbers in the parentheses indicate standard deviation.

Mental budget effect by thinking style.
A significant two-way interaction between mental budget and thinking style on LTSM
(F1,239 = 5.16, p < .05, eta2 = .02) was found. Simple effects of mental budget by two different
thinking styles were analyzed to determine the source of effects (Keppel, 1982). The results
revealed that mental budget does not influence analytic thinkers’ LTSM (F1,124 = .92, p > .49). In
contrast, holistic thinkers’ LTSM was significantly influenced by the presence of budget (F1,120 =
2.51, p < 0.5). Holistic thinkers reported higher LTSM when there was no budget (M = 5.36)
versus when a budget was provided (M = 4.62), supporting hypotheses 2a and 2b (See Figure 8).
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Likelihood to Spend More

5.36
5.30

4.80

4.62
Analytic Thinker

4.30

Holistic Thinker
4.06

4.00

No budget

Budget

3.80
Mental Budget
Figure 8. The effect of mental budget on likelihood to spend more by individual thinking style.
Note: Solid line indicates significant; Dashed line indicates not-significant at *p <.05.

Study 2: Discount Depth and Product Type
The results of Study 1 suggest that a surprise discount, which was not significantly
different from a regular discount, is a significant determinant of consumers’ unplanned purchase
decisions, while it does not interact with mental budget. Accordingly, Study 2 first excluded the
effect of mental budget and discount type and then included three levels of discount depth and
the add-on product type to identify how consumers make a purchase decision for unplanned
purchases when add-on items are offered. The following sections are organized according to the
effect of determinants. A 2 x 3 ANOVA was conducted on each dependent measure to
determine differences between groups. A logistic regression was utilized to test the effect of
determinants on respondents’ binary choice. Logistic regression is a proper analysis for
predicting the likelihood that an event will occur (Hosmer & Lemeshow, 1989). A bootstrapping
approach (Hayes, 2013) was utilized to test the mediating role of impulse buying. To interpret
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bootstrapping results, a significant indirect effect (i.e., 95% confidence interval does not contain
zero) is an indicator of a mediation process.
Demographic Profile
An online research firm, Qualtrics, was utilized to collect a sample of 246 participants.
Subjects were randomly assigned to one of the six experimental conditions, with 41 subjects per
condition. The sample was 69.8% female and 30.2% male. Approximately 46.0% of the sample
was single, and 43.4% of the sample was married. The age ranges were 18-29 (34.4%), 30-39
(30.2%), 40-49 (15.3%), 50-59 (13.8%), and 60 or over (6.3%). The majority of the sample
(70.9%) was Caucasian, followed by African American (10.1%) and Hispanic (10.1%). More
than half of the sample had a 4-year college degree or graduate degree (52.9%). The median
annual income was approximately $60,000. All of the respondents reported that they made at
least one online hotel booking over the last six months.
Manipulation Checks
To check the discount manipulation, participants were asked to indicate the discount
amount that they were offered in the online hotel booking scenario, using a sliding scale with the
range from 0% to 100%. A one-way ANOVA was conducted to measure the effect of discount
depth on the amount of the discount that the participants reported. Participants in the low group
reported that they received a 12.23% discount, 24.54% for the medium discount group, and
41.57% for the high discount group, which are different from each other often (F2, 243 = 293.02, p
< .000, eta2 = .71). Therefore, the discount depth was effectively manipulated.
For the add-on product type manipulation check, participants rated utilitarian value, “If I
purchase this item, I will purchase it because it is necessary” and hedonic value, “If I purchase
this item, I will purchase it because it is enjoyable” on 7-point Likert scales (1: Strongly disagree
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– 7: Strongly agree). One-way ANOVAs were conducted to measure the effect of the add-on
product type on utilitarian value and hedonic value. There was main effect of the add-on product
type on utilitarian value (F1,244 = 47.60, p < .000, eta2 = .16) and hedonic value (F1,244 = 34.10, p
< .000, eta2 = .12). Participants’ perceived utilitarian value for the rental car was significantly
higher (M = 5.28) than hedonic value (M = 3.58). For the hotel spa add-on item, participants
rated 5.93 of hedonic value, which is significantly higher than utilitarian value (M = 4.78). Last,
participants were asked to rate the realism of the online hotel booking scenario, “Please rate how
realistic this hotel booking scenario is”, using a 7-point numerical scale (1: Unrealistic – 7:
Realistic). A one-way ANOVA was conducted to check if all of the experimental conditions are
equally realistic. The realism was not different from each discount group (F = .04, p = .97) and
add-on product type group (F = .32, p = .57). The mean for realism was 5.12 on a 7-point scale,
indicating that participants perceived the scenario as realistic for all six experiment conditions.
Table 20 displays the means and significance tests of the manipulation checks.
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Table 20
Study 2 Manipulation Checks
Dependent Variable

Discount Amount (%)
Realism
Dependent Variable

Utilitarian Value

Independent Variable
Discount Depth
Low
Medium
High
12.23a
24.54b
41.57c
(7.17)
(2.52)
(11.16)
5.29a
(1.31)

5.02b
(1.66)

5.04c
(1.40)

Independent Variable
Add-on Product Type
Utilitarian
Hedonic
5.28
3.58
(1.60)
(2.32)

F(2,243)

Effect Size

293.02**

.70

.04

N/A

F(1,244)

Effect Size

47.59**

.16

Hedonic Value

4.78
(1.76)

5.93
(1.31)

34.10**

.12

Realism

5.17
(1.37)

5.07
(1.56)

.32

N/A

Note: ** p < .01. Means sharing a common subscript are not statistically different at *p <.05 according to the
Bonferroni procedure. Numbers in the parentheses indicate standard deviation.

Result
Discount depth effect by product type.
Two 2 x 3 ANOVAs with discount depth and product type were conducted on
willingness to purchase add-on item (WTP) and the amount of willingness-to-pay (WTP$). The
analysis revealed that there is a marginally significant main effect for discount depth (F2,240 =
2.58, p = .08, eta2 = .02) and a significant main effect for product type (F1,240 = 14.14, p < .000,
eta2 = .05) on WTP$. Bonferroni post-hoc analysis was conducted to compare the means of the
three discount depths. The results indicate that participants were willing to pay more when they
received a high discount (M = $90.11) than when they received a medium discount (M = $73.52)
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or low discount (M = $61.76), which are not different from each other. For the product type
effect, respondents reported that they were willing to pay more for the hedonic item (M =
$94.39) than for the utilitarian item (M = $55.87).
A significant two-way interaction between discount depth and product type on WTP was
found, F2,240 = 9.92, p < .000, eta2 = .08; however, the interaction was not significant on WTP$,
F2,240 = 14.14, p = .46. To determine the source of the interaction, the simple effect of product
type on WTP at each level of discount depth was analyzed (Keppel, 1982). Figure 9 depicts the
results. When a low discount was offered, respondents rated higher WTP for the hotel spa, which
is a hedonic item (M = 4.54), than for the rental car, which is a utilitarian item (M = 2.56).
However, when a medium or a high discount was offered, the product type did not significantly
influence respondents’ WTP (Fs < 2.01, p > .16).
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4.7

4.54

Willingness to Purchase Add-on Item

4.5
4.3
4.1
3.81

3.9
3.61

3.7
3.5

Discount depth: Low

3.49

Discount depth: Medium

3.3

Discount depth: High

3.1

2.88

2.9
2.7

2.56

2.5
Utilitrian

Hedonic
Product Type

Figure 9. The effect of product type by discount depth.
Note: Solid line indicates significant; Dashed line indicates not-significant at *p <.05.

Logistic regression was utilized to analyze the respondents’ binary choice for add-on item
purchasing (purchasing=1, not purchasing=0). Two independent variables and their interactions
were entered as predictors. For discount, low discount, the reference group, was coded as 0,
medium discount was coded as 1, and high discount was coded as 2. Rental car (utilitarian) was
entered as the reference group, which was coded as 0, and hotel spa (hedonic) was coded as 1.
The Nagelkerke R2 is .049 indicating that the model accounts for 4.9% of the variance in add-on
item purchasing choice.
The result found a significant discount depth x product type interaction (B = -.80, Exp (B)
= .45, Wald = 6.24, p < .05). The simple effect of product type was analyzed by conducting a
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logistic regression on add-on item choice at each level of discount depth. When a low discount
was offered, the Nagelkerke R2 was .21 and 70.7% of cases were correctly classified. The effect
of product type was significant (B = 1.77, Exp (B) = 5.87, Wald = 13.23, p < .000). The odds
ratios that respondents choose a hedonic add-on item are 5.87 times the odds that they choose a
utilitarian add-on item when there is a low discount. When a medium discount was offered,
Nagelkerke R2 was .02. The effect of product type was not significant (B = -.52, Exp (B) = .59,
Wald = 1.29, p = .26). Nagelkerke R2 for a large discount was .001. There was no significant
product type effect on respondents’ add-on choice (B = .10, Exp (B) = 1.10, Wald = 0.05, p
= .83).
The percentage of time that each add-on item was selected as a function of discount depth
and product type was obtained (See Figure 10). Up to 73% of the respondents chose a hedonic
product; almost 32% of the respondents chose a utilitarian product when a low discount was
offered. This result resembles the result of a one-way ANOVA on LTSM, as hedonic product is
more attractive when a low discount was offered, supporting Hypothesis 4a. In contrast, when a
medium and a large discount were offered, the product type effect was not significant on
respondents’ LTSM and choice. Therefore, Hypothesis 4b is supported.
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Add-on Item Choice Percentage

73%

44%
32%

49%51%

32%

Product Type: Utilitarian
Product Type: Hedonic

Low

Medium

High

Discount Depth
Figure 10. Add-on item choices as a function of discount depth.
Note: Significant product type effect in the low discount condition; Not significant in the medium and high discount
conditions at *p <.05.

The mediating role of impulse buying.
The mediating effect of impulse buying between product type and WTP was
subsequently tested, utilizing a bootstrapping analysis with model 4. Figure 11 depicts the result
of the analysis. Product type was entered as the independent variable, impulse buying was
entered as the mediator, and WTP was entered as the dependent variable in this model. The
results revealed that product type does not have a direct impact on WTP (β = .34, p = .16);
however, it indirectly influences respondent’s WTP through impulse buying (indirect effect
= .19; 95% CI=.031 to .400). There was a significant positive effect of hedonic product on
impulse buying trait (β = .37, p < .05), and impulse buying induces respondents’ intention to
purchase hedonic add-on item (β = .53, p < .000). The result of mediation analysis show that
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hedonic product induces consumers’ impulse buying, which eventually enhances willingness to
purchase. Therefore, Hypothesis 5 was supported.

Figure 11. A mediation model for willingness-to-purchase an add-on item.
Note: Bootstrapping Analysis Model 4. Solid line indicates significant; Dashed line indicates not-significant at *p
<.05.

Study 3: Key Determinants of Consumer Unplanned Purchase Decisions
In Study 3, the generality of the identified determinants was checked utilizing an online
cruise line booking setting. Based on the results of Study 1 and Study 2, the key determinants of
consumers’ unplanned purchase decision were finalized, which include discount type (none vs.
surprise), add-on product type (utilitarian vs. hedonic), and individual thinking style (analytic
thinker vs. holistic thinker). A series of 2 x 2 x 2 ANOVAs were conducted on the dependent
measures to determine differences between groups. As with Study 1, ten items for thinking styles
were averaged into single item and split into two groups (low group: analytic, high group:
holistic) using a median split method (Median = 4.9). A logistic regression was conducted to test
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the effects of the independent variables on participants’ binary choice for add-on item. Finally, a
bootstrapping approach was utilized to identify the mediating effect of impulse buying.
Demographic Profile
A total of 296 participants, who had made at least one online cruise booking in the past
five years, were recruited by an online research firm, Qualtrics. To achieve randomization, 74
subjects were randomly assigned to one of four experiment conditions. All of the respondents
reported that they had made at least one online cruise booking in the most recent five years. The
sample was 74.0% female and 26.0% male. Approximately 50.7% of the sample was married.
The majority of the respondents were older than 40 years old (55.4%). Approximately 74.7% of
respondents described their ethnicity as Caucasian, followed by African American (11.1%) and
Asian (5.7%). More than half of the sample had a 4-year college degree or a graduate degree
(56.8%). The median annual income was approximately $60,000. Table 22 shows the
demographic characteristics of the samples for the three studies.
Manipulation Checks
For the discount type manipulation check, participants answered the type of discount that
they received in the cruise booking scenario. Approximately 81.8% of the participants in the nodiscount group reported that they did not receive any discount, and 95.3% of the participants in
the surprise discount group chose the correct type of discount. The participants rated perceived
utilitarian value, “If I purchase this item, I will purchase it because it is necessary” and hedonic
value, “If I purchase this item, I will purchase it because it is enjoyable” on 7-point Likert scales
(1: Strongly disagree – 7: Strongly agree). A series of one-way ANOVAs were conducted to
analyze the effect of add-on product type on each perceived value. The results revealed that there
was significant main effect of the add-on product type on perceived utilitarian value (F1, 294 =
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34.73, p < .000, eta2 = .11) and perceived hedonic value (F1, 294 = 17.69, p < .000, eta2 = .06).
Participants rated higher utilitarian value for the on-board internet package, which is a utilitarian
add-on item (M = 4.50), than hedonic value (M = 3.16). For the cabin upgrade, which is a
hedonic add-on item, participants perceived higher hedonic value (M = 5.92) than utilitarian
value (M = 5.18). Finally, participants rated how realistic the cruise booking scenario was using a
7-point numerical scale (1: Unrealistic – 7: Realistic). The overall mean of realism for the
experiment was 5.11. The realism ratings for all of the manipulated conditions were not different
from each other, indicating that the experiments were equally realistic over the four experiment
conditions (Fs < 1, p > .83). Table 21 shows the means and significance tests of the manipulation
checks.

Table 21
Study 3 Manipulation Checks
Dependent Variable

Utilitarian Value
Hedonic Value
Dependent Variable
Realism
Dependent Variable

Realism

Independent Variable
Product Type
Utilitarian
Hedonic
(Internet Package)
(Cabin Upgrade)
4.50 (1.93)
3.16 (1.98)
5.18 (1.69)
5.92 (1.29)
Independent Variable
Discount Type
None
Surprise
5.14 (1.38)
5.10 (1.44)
Independent Variable
Product Type
Utilitarian
Hedonic
(On-board Internet Package) (Cabin Upgrade)
5.15 (1.42)
5.09 (1.40)

Note: Numbers in the parentheses indicate standard deviation.
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F(1,294)

Effect Size

34.73
.11
17.69
.06
F(2,292) Effect Size
.04
F(2,292)

N/A
Effect Size

.14

N/A

Result
Windfall gain and product type effect by thinking styles.
Before the add-on item was offered, participants were asked to rate how likely they
would spend more (Pre-LTSM) after they saw the rate that they needed to pay. A one-way
ANOVA was conducted to test the effect of discount type on Pre-LTSM. The analysis found a
significant effect of discount type on Pre-LTSM (F1, 294 = 18.24, p < .000, eta2 = .06).
Participants’ pre-LTSM was higher when they received a surprise discount (M = 4.64) than when
they received no discount (M = 3.82).
Three-way ANOVAs were conducted on four dependent measures, enjoyable cruise
expectation, perceived transaction value, WTP, and willingness-to-pay in a dollar amount
(WTPM$) to measure the effect of discount type, product type, and thinking style. The results
revealed a significant main effect for discount type on enjoyable cruise expectation (F1, 288 =
5.03, p < .05, eta2 = .02) and perceived transaction value (F1, 288 = 29.31, p < .000, eta2 = .09).
Participants evaluated their cruise expectation more favorably when they received a
surprise discount (M = 4.31) versus when they did not receive a discount (M = 4.03). Perceived
transaction value was rated higher when a surprise discount was offered (M = 5.80) than when no
discount was offered (M = 5.00). A significant direct effect for product type on WTP$ was found
(F1, 288 = 32.68, p < .000, eta2 = .10). Participants reported that they were willing to spend more
for a cabin upgrade, which is a hedonic item (M = $194.90), than for an on-board internet
package (M = $90.95), which is a utilitarian item. Individual thinking style significantly
influenced enjoyable cruise expectation (F1, 288 = 5.63, p < .05, eta2 = .02) and perceived
transaction value (F1, 288 = 21.70, p < .000, eta2 = .07). Holistic thinkers rated both items more
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favorably (Menjoy = 4.31; MPTV = 5.52) than analytic thinkers (Menjoy = 4.03; MPTV = 5.28). Table
22 displays the summary of the main effects for the five dependent variables.

Table 22
Study 3 Main Effects on Dependent Variables
Dependent Variables
Pre-LTSM
Enjoyable Cruise Expectation
Perceived Transaction value
Dependent Variables
Willingness-to-Pay ($)
Dependent Variables
Pre-LTSM
Enjoyable Cruise Expectation
Perceived Transaction value

Independent Variables
Discount
None
Discount
3.82 (.13)
4.64 (.13)
4.03 (.08)
4.31 (.08)
5.00 (.11)
5.80 (.11)
Independent Variables
Product Type
Utilitarian
Hedonic
$90.95 (15.85)
$194.90 (15.90)
Independent Variables
Thinking Style
Analytic
Holistic
3.84 (.13)
4.66 (.13)
4.03 (.08)
4.31 (.08)
5.06 (.10)
5.74 (.11)

F(1,288)

Effect Size

18.24
5.03
29.31
F(1,288)

.06
.02
.09
Effect Size

62.82
F(1,288)

.18
Effect Size

15.80
5.63
21.70

.05
.02
.07

Note: Numbers in the parentheses indicate standard deviation.

A significant three-way interaction on willingness to purchase add-on item was found (F1,
288 =

3.72, p < .05, eta2 = .01). To determine the source of the interaction, it is necessary to

analyze its individual components (Keppel, 1982). This interaction was broken down into the
simple interaction of discount type x product type at each level of thinking style. A two-way
ANOVA for holistic thinkers did not reveal a discount x product type interaction (F < 1, p > .34),
supporting Hypothesis 6c. However, a 2-way ANOVA for analytic thinkers found a marginal
significant discount x product type interaction (F1,150 = 7.15, p =.07, eta2 = .02). Two one-way
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ANOVAs were conducted for the simple effect analysis of product type at each level of discount
type when thinking style is analytic. The analysis revealed that when a surprise discount was
provided, product type significantly influenced analytic thinkers’ WTP (F1,75 = 31.93, p < .000,
eta2 = .30). When no discount was provided, analytic thinkers were marginally influenced by
product type (F1,75 = 3.18, p = .08), thereby the finding did not support Hypothesis 6a. When a
surprise discount was provided, analytic thinkers’ WTP was for a cabin upgrade (hedonic) was
5.80, which is significantly greater than WTP for an on-board internet package (utilitarian) (M =
4.08). Therefore, Hypothesis 6b was supported. When there was no discount, analytic thinkers’
WTP for a cabin upgrade (hedonic) (M = 3.92) was marginally greater than an on-board internet
package (utilitarian) (M = 4.68). Figure 12 shows the effect of discount by product type on
analytic thinkers’ WTP.
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Willingness to Purchase Add-on Item

6

5.8

5.5

5

4.68
No Discount
4.5

Discount
4.08

4

3.92

3.5

Utilitarian

Hedonic
Product type

Figure 12. The effect of product type by discount on analytic thinkers’ WTP.
Note: Solid line indicates significant at p<.05; Dashed line indicates marginally significant at p <.08.

A logistic regression was conducted to analyze the effect of surprise discount, product
type, and thinking style on an add-on item choice (purchasing=1, not purchasing=0). Three
independent variables and their interactions were entered as predictors. No discount was coded
as the reference group (coded as 0), and surprise discount was coded as 1. For product type, onboard internet package (utilitarian) was entered as the reference group (coded as 0), and cabin
upgrade (hedonic) was coded as 1. Holistic thinkers were coded as 1, while analytic thinkers
were coded as 0, which is the reference group. The Nagelkerke R2 is .074 indicating that the
model accounts for 7.4% of the variance in add-on item purchasing choice. The results of
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analysis revealed that all independent variables were not significant on respondents’ binary
choice for add-on purchasing (All Bs < 1, p > .01).
Consumer unplanned purchase decision process online.
The mediating role of impulse buying between the effect of discount (0 = none, 1 =
surprise) and WTP was analyzed, utilizing a bootstrapping analysis with model 4 of the
mediation model (Hayes, 2013). The result revealed that the effect of discount type was not
significant because the bootstrap confidence internal included zero (β = .07, p = .61, CI: -.218
to .367). This model did not qualify to check the mediating effect of impulse buying. Therefore,
Hypothesis 7 is not supported.
To finalize the unplanned purchase process model, the study subsequently tested the
sequential mediation model by including perceived transaction value between discount and
impulse buying. The result from bootstrapping (model 6) found a significant first indirect effect
of surprise discount on WTP through perceived transaction value (indirect effect = .470; 95%
CI=.264 to .723). A surprise discount led to higher perceived transaction valued (βDISCOUNTxPTV
= .824, p < .000) and the enhanced perceived transaction value resulted in higher willingness-topurchase add-on item (βPTVxWTP = .570, p < .000). The serial mediation effect of perceived
transaction value and impulse buying was significant because the confidence interval did not
include zero (indirect effect = .455; 95% CI=.068 to .094). The enhanced perceived transaction
value by a surprise discount induces consumers’ impulse buying (βPTVxIMP = .283, p < .000),
which eventually makes consumers to be more willing to purchase add-on item (βIMPxWTP = .195,
p < .000). Figure 13 displays the result of the serial mediation effect of perceived transaction
value and impulse buying between the effect of surprise discount and WTP.
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Figure 13. A serial mediation model for likelihood to spend more.
Note: Bootstrapping Analysis Model 6. Solid line indicates significant; Dashed line indicates not-significant at *p
<.05.

Summary
The results of this research reveal support for some hypotheses. The analysis found some
new interesting findings, which were not predicted. Along with these findings, those without
support provide interesting insights that are further examined in the following chapter. Further
discussion of the findings, as well as implications and concluding thoughts are presented in
Chapter 5.
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CHAPTER 5
DISCUSSION AND IMPLICATIONS
This chapter summarizes major findings and implications of this dissertation. This
dissertation examined how consumers respond to an unexpected discount and how individual
difference can influence its effect when consumers make unplanned purchase decisions. The
findings for each determinant is presented. Based on the results and findings, theoretical and
practical implications are provided. This chapter concludes with a discussion of study limitations
and recommendations for future research.
Discussion of Findings
The primary purpose of the three studies is to identify if an unexpected discount induces
consumers to make unplanned purchases online. Additionally, this dissertation tested how its
effect on consumers’ subsequent purchase decisions can be influenced by a mental budget,
individual thinking style, product type, and impulse buying. Three separate experiments were
conducted to isolate the effects of interest. All experiments were conducted using separate
samples of the population that had an online travel booking experience. Study 1 examines how
mental accounting system operates under two different thinking styles during the subsequent
purchase decision process. Study 2 tests how different depths of surprise discount and product
type for the additional purchases can influence consumers’ intention to make unplanned
purchases, along with the mediating effect of impulse buying. In Study 3, the generality of the
identified key determinants for the unplanned purchase online (surprise discount, product type,
and thinking style) was tested in a cruise line setting. The consumer unplanned purchase decision
process model is finalized, whereby a surprise discount enhances perceived transaction value,
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then increases consumers’ willingness-to-purchase add-on items. Data analyses using ANOVAs,
logistic regressions, and bootstrapping analysis were conducted in the three studies.
Study 1
Study 1 demonstrates how individuals use the mental accounting system, whereby how a
mental budget and a windfall gain influence consumers’ unplanned purchases and how such
effects can differ based on individual thinking style. Table 23 shows which hypotheses were
supported in Study 1.
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Table 23
Study 1 Hypotheses Support
Hypothesis
H1
H1a

H1b

Prediction
Mental budget x Discount type
Budget: Surprise > (Regular = None)

No Budget: Surprise > Regular > None

H2
H2a

Mental budget x Thinking style
Analytic: No Budget = Budget

H2b

Holistic: No budget > Budget

H3
H3a

Discount type x Thinking style
Analytic: Surprise = Regular = None

H3b

Holistic: Surprise > Regular > None

Dependent Variable

Supported

Enjoyable Expectation
Transaction Value
LTSM
Enjoyable Expectation
Transaction Value
LTSM

N
N
N
N
N
N

Enjoyable Expectation
Transaction Value
LTSM

N
N
Y

Enjoyable Expectation
Transaction Value
LTSM

N
N
Y

Enjoyable Expectation
Transaction Value
LTSM

Y
Y
Y

Enjoyable Expectation
Transaction Value
LTSM

P
P
P

Note: Y=Yes; N=No; P=Partially Supported.

Mental Accounting System and Thinking Style
The findings show the different effect of mental budget and discount based on individual
thinking styles. As predicted, a mental budget activates holistic thinkers’ mental accounting
activity, which causes self-control on their spending (H2b), while it does not influence analytic
thinkers’ purchase decisions (H2a). Likewise, the discount type matters to holistic thinkers
(H3b), while analytic thinkers are not influenced by the discount type (H3a). The findings
indicate that a surprise discount is effective for holistic thinkers; however, its effect can possibly
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be mitigated by factors such as a budget that controls their spending. This research provides
empirical evidence that holistic thinkers tend to process more information when they make
decisions than analytic thinkers. This result is consistent with previous research on thinking
style, such that holistic thinkers are more likely to be influenced by external factors than analytic
thinkers (Choi, Dalal, Kim-Prieto, & Park, 2003; Ji, Peng, & Nisbett, 2000).
Mental Budget and Windfall gain
Study 1 demonstrates whether or not a mental budget mitigates the effect of a windfall
gain. The result reveals that a discount induces consumers’ subsequent purchases. This finding
supports previous research that showed a positive effect of a surprise discount on consumers’
unplanned purchasing intentions (Ha, Hyun, Pae, 2006; Heilman, Nakamura & Rao, 2002; Hock,
Bagchi, & Anderson, 2019). An interesting finding is that when consumers make unplanned
purchase decisions, the regular discount effect was not significantly different from the surprise
discount effect. A possible explanation is that the participants considered the regular discount as
an unexpected gain although no surprise tag was displayed. In the experiment, the regular
discount was revealed after the regular rate was displayed. Moreover, the participants confirmed
that the rest of booking channels were selling at the regular rate, thereby they might consider that
they received an unexpected gain through the regular discount. This finding confirms the
definition of a windfall gain, such that the windfall gain effect arises when a gain is obtained in
the absence of anticipation (Arkes et al., 1994). Although there was no significant difference
between a surprise discount and a regular discount, when it comes to make a subsequent
purchase decision, the respondents expected their hotel stay to be more enjoyable when they
received a surprise discount than when they received no discount or a regular discount. It shows
that the windfall gain effect on subsequent purchase decisions may not be enhanced by the
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external visual effect; however, consumers’ positive emotion can be enhanced by an external
visual effect such as a surprise tag.
The effect of unexpected discount was predicted only in the absence of a mental budget
(H1). However, this research found that regardless of a mental budget, a discount leads
consumers to perceive higher transaction value compared to no discount. This unexpected
finding can be explained by the self-regulating strength model (Muraven & Baumeister, 2000).
The self-regulatory strength model predicts that self-regulating diminishes in situations that
require a serial self-regulating ability. Purchasing a main product, which is a hotel room in this
research, requires a self-regulating ability. Making a subsequent purchase decision requires
another self-regulating ability, which was possibility depleted.
Study 2
Study 1 determined that a surprise discount induces consumers’ unplanned purchase
intentions. Study 2 extends the interest of the effect of surprise discount from inducing a general
subsequent purchase intention to leading a purchase intention for an add-on item offered by a
hotel. Table 24 shows the hypotheses supported in Study 2.
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Table 24
Study 2 Hypotheses Support
Hypothesis
H4
H4a

H4b

H5

Dependent
Variable

Prediction
Discount depth x Product type
Low: Hedonic > Utilitarian

Supported

WTP
WTP ($)
Choice

Y
N
Y

WTP
WTP ($)
Choice

Y
N
Y

WTP

Y

Medium & Large: Hedonic = Utilitarian

Hedonic Item à Impulse buying à Intentions

Note: Y=Yes; N=No; P=Partially Supported.

The Effect of Discount Depth and Product Type
This research found that the more saving amounts consumers receive, the more they are
willing to pay for an add-on item. This finding is consistent with the findings of previous
research that showed a positive relationship between discount depth and consumers’ behavior
intentions (Alford & Biswas, 2002). The results of Study 2 show that consumers prefer a hedonic
add-on item to a utilitarian add-on item when a low discount was provided. In general,
consumers are willing to pay more for additional items when a hedonic add-on item is offered
versus a utilitarian item, regardless of discount depth. This finding supports previous research,
whereby consumers’ intentions to purchase are higher when a bundle product was framed as
savings on a hedonic component than a utilitarian component (Khan & Dhar, 2010). The
discount on a hedonic add-on item provides a justification for consumption by reducing guilt
associated with a hedonic purchase. Because a utilitarian purchase is not associated with guilt, a
surprise discount has little impact on it.
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As predicted, discount depth interacted with add-on item product type (H4). Specifically,
the results show that consumers prefer a hedonic product to a utilitarian product when they
received a low unexpected discount, which is 10% (H4a). In contrast, when a medium or a high
discount was provided, consumers no longer consider product type as a critical factor when they
make unplanned purchases (H4b). This result is consistent with previously obtained findings
(Carpenter & Moore, 2009; Hock, Bagchi, & Anderson, 2019). Previous research suggested that
high discount levels reduce promotional effectiveness for hedonic products (Eisenbeiss, Wilken,
Skiera, & Cornelissen, 2015). Hedonic consumption is associated with heuristic thinking
(Ratchford, 1987). Once the discount level increases to a point that consumers perceive as high
enough, consumers use the discount information as a heuristic cue and doubts the promotional
offer value of a hedonic product. Previous research showed that consumers begin questioning if
they received the best deal when the discount depth was more than 29.62% on the travel product
(Part & Jang, 2018). On the contrary, systematical processing discount information positively
influences utilitarian product consumption (Eisenbeiss et al., 2015). Although the effect of
discount depth by product type was not analyzed in this study, the results of the logistic
regression analysis show that the proportion of utilitarian product choice continuously increased
as discount depth increased. The finding of this dissertation extends prior research by showing
that the perceived discount value on a main product may spread to perceptions toward
subsequent product purchases
Mediating effect of impulse buying
In Study 2, the mediating effect of impulse buying between product type and behavioral
intentions was predicted (H5). This research found that a hedonic product induces an impulse
buying tendency, which enhances consumers’ willingness to purchase add-on items. This finding
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is consistent with previous research, whereby hedonic value is highly associated with impulse
buying (Miao, 2011), and consumers with high impulsiveness are more likely to make unplanned
purchases (Dawson & Kim, 2009). Previous research on bundling suggests that impulse buying
tends to occur more when a hedonic product is sold and when the product price is inexpensive
(Xu & Huang, 2014). In the current study, willingness-to-pay for a hedonic item (hotel spa) was
$75.52, and $74.98 for a utilitarian item (rental car). The main product price, a hotel room was
$597 for three nights. Therefore, the add-on item prices were relatively lower than the main
product. Accordingly, a hedonic add-on item could influence consumers’ impulse buying traits,
which resulted in higher consumers’ unplanned purchase intentions.
Study 3
The key determinants of consumer unplanned purchase decisions online are determined
in Study 1 and Study 2. Study 3 tests how all of the identified key drivers of an unplanned
purchase, which are a surprise discount, thinking style, product type, and impulse buying,
interact during the consumer purchase decision process in a cruise line domain. The saving value
for the cruise line in Study 3 is relatively larger than the online hotel booking settings of Study 1
and Study 2. Study 3 demonstrates how consumers respond to an unexpected gain when a
windfall gain value is large. Compared to a hotel stay, cruise line travel is associated with higher
hedonic motivated consumption. A hotel booking tends to be made out of necessity, while a
cruise line booking is made for fun and pleasure. In other words, the goal of a cruise line travel is
more hedonic than a hotel booking stay, which embraces a utilitarian motivation. Accordingly,
Study 3 identifies consumer preference for hedonic and utilitarian product in a setting with a
larger hedonic goal. Table 25 shows the hypotheses supported in study 3.
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Table 25
Study 3 Hypotheses Support
Hypothesis
Prediction
H6
Discount x Product type x Thinking style
H6a
Analytic & None: Hedonic = Utilitarian

Dependent Variable

Supported

Enjoyable Expectation
Transaction Value
WTP
WTP ($)
Choice

N
N
N
N
N

H6b

Analytic & Discount:
Hedonic > Utilitarian

Enjoyable Expectation
Transaction Value
WTP
WTP ($)
Choice

N
N
Y
N
N

H6c

Holistic & None/Discount:
Hedonic = Utilitarian

Enjoyable Expectation
Transaction Value
WTP
WTP ($)
Choice

N
N
Y
N
N

Discount à Impulse buying à Intentions

LTSM

N

H7

Note: Y=Yes; N=No.

Surprise Discount, Product type, and Thinking Style
The results of Study 3 suggest that an unexpected discount induces consumers’ favorable
expectation for their trip, perceived transaction value, and intentions to make additional
purchases. This finding confirms that a surprise discount is a critical driver of unplanned
purchases in a cruise line setting. Although willingness-to-pay for utilitarian and hedonic items
were similar in the pretest, when the discount was offered, the participants reported that they are
willing to pay more money for the hedonic add-on item than the utilitarian add-on item. Hedonic
consumption is associated with an emotional state (Mano & Oliver, 1993). Once a surprise
discount elevates consumers’ mood, then hedonic consumption boots their emotion again,
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resulting in inducing them to pay for a hedonic add-on item more than a utilitarian item. Sales
promotions bestow hedonic benefits (Chandon, Wansink, & Laurent, 2000). Price promotions,
such as receiving unexpected discounts in this research, should be more effective in eliciting
hedonic consumption, which is made based on affective considerations.
Thinking style influences the effect of a surprise discount and product type on
consumers’ purchase decisions for add-on items. Regardless of the presence of a discount,
product type is not an important factor when holistic thinkers make unplanned purchases (H6c).
Overall, holistic thinkers are more likely to purchase add-on items than analytic thinkers.
However, holistic thinkers’ unplanned purchases are not influenced by a surprise discount in a
cruise line setting. It is an interesting finding because this finding contrasts the finding in Study
1. Although Study 1 findings suggest that holistic thinkers are more likely to make additional
purchases when they receive a discount, it does not necessary mean that their additional
purchases are made at the hotel because their intention to make subsequent purchases inside of
the hotel was not asked. In a hotel setting, various options for subsequent purchases are available
outside of the hotel. Consumers make a hotel booking because they “need” a place to stay,
although they experience hedonic consumption throughout the stay. In other words, a hotel stay
starts with a utilitarian motivation, and a hedonic motivation increases as the hotel stay proceeds.
Unlike the hotel stay, consumers have very limited options for subsequent purchases in the cruise
setting. Once they are onboard, they must purchase products provided by the cruise line if
necessary. In contrast to a hotel stay, consumers book a cruise line because they want to enjoy
the experience, meaning that both the main purpose and the actual consumption of cruise line
travel are hedonic. In other words, hedonic consumption is dominant throughout a cruise line
stay. Results show that holistic thinkers are motivated to make additional purchases by a
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consumption setting rather than a price promotion. This finding is consistent with previous
research that holistic thinkers consider the overall relationships of objects when they make
decisions (Nisbett, Peng, Choi, & Norenzayan, 2001).
As predicted, a surprise discount elicits analytic thinkers’ unplanned hedonic item
purchases (H6b). When no discount was provided, it was predicted that analytic thinkers’
intention to purchase add-on items is not influenced by product type (H6a). However, analytic
thinkers prefer hedonic add-on items to utilitarian items even if there was no discount provided.
Priming effect (Kahneman & Tversky, 1982) may explain this unexpected finding. Research on
memory suggests that the presentation of a semantically related prime can increase recall and
recognition of a related target (McNamara, 1992). For instance, when the main purchase is
spaghetti, the consumer will experience a heightened awareness of products that are highly
related to the primed product, such as spaghetti sauce. Previous research shows that the
likelihood of an unplanned purchase is increased when the product is cognitively related to the
primed product by a surprise coupon (Heilman et al., 2002). Analytic thinkers, in particular,
focus on categories when they evaluate an object (Masuda & Nisbett, 2001). The hedonic
category of the main purchase primes analytic thinkers, resulting in a preference for a hedonic
item, which is cognitively related to the main product.
This finding corresponds to previous research, which showed that analytic thinkers spend
money on purchases that are in a similar category (Hossain, 2018). Although product type
unexpectedly influences analytic thinkers purchase decisions regardless of a surprise discount,
analytic thinkers exhibited enhanced preference for hedonic items when they receive a surprise
discount. On the contrary, their preference for utilitarian items was not significantly increased by
the presence of a surprise discount. In other words, as predicted, a surprise discount provides a
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justification for analytic thinkers to purchase hedonic products, which results in a significant
increase in analytic thinkers’ hedonic purchases.
Consumer Unplanned Purchase Decision Process
A surprise discount was predicted to have a direct influence on impulse buying
tendencies, which induces consumers’ purchase intentions for add-on items (H7). This research
finds only an indirect effect of surprise discount, such that a surprise discount influences
perceived transaction value and impulse buying, which increase consumers’ intention to
purchase add-on items. This finding confirms the finding of Study 2, whereby impulse buying
traits lead to consumers’ unplanned purchases. Study 3 obtains an unexpected purchase decision
process, such that a surprise discount enhances perceived transaction value, then increases
consumers’ willingness-to-purchase add-on items. Previous research suggests that a selling price
that is lower than a reference price, such as advertised prices and prices in buyers’ memories,
leads to an increased perception of transaction value (Biswas & Blair, 1991). If consumers
receive a monetary saving, consumers’ perceived transaction value is increased when they
receive a monetary saving, which makes the reference price higher than the selling rate (Yadav
& Monroe, 1993). As the findings of this dissertation reveal, high perceived transaction value
leads to positive behavioral intentions (Grewal, Monroe, & Krishnan, 1998). This finding is
consistent with previous empirical research, such that when consumers are certain that they
receive the lowest price for an airfare, their intentions to book a flight increases (Jeng & Lo,
2019).
Another surprising finding is a surprise discount does not directly boost impulse buying
traits; however, it enhances through perceived transaction value. A possible explanation for the
effect of perceived transaction value on impulse buying traits is a positive affective state. In this
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dissertation, the measurement item of perceived transaction value is “This price for the hotel stay
makes me feel happy.” In other words, the measured perceived transaction value captures a
positive mood. A surprise discount enhances perceived transaction value, which indicates a
positive feeling. Since a high perceived transaction value is associated with a positive feeling, it
may increase impulse buying tendency (Dawson & Kim, 2009). The finding that perceived
transaction value promotes consumers’ impulse buying traits corresponds to previous research,
which shows a positive relationship between impulsiveness and perceived transaction value
(Kukar-Kinney, Ridgway, & Monroe, 2012).
Conclusion of Findings
Table 26 shows a summary of hypotheses supported in the three studies. The results of
these three studies confirm the power of a surprise discount when it comes to unplanned
purchase decisions. A common finding of three studies is that a surprise discount induces
consumers’ unplanned purchases. The surprise discount effect outweighs the effect of a mental
budget, which controls consumers’ spending behaviors, regardless of individual thinking styles.
An increase in discount depth enhances consumers’ unplanned purchases. Reaction to a surprise
discount differs on thinking style. In general, holistic thinkers are more likely to make unplanned
purchases compared to analytic thinkers. A surprise discount for a hotel room makes holistic
thinkers’ unplanned purchases even more. In the case of a cruise line booking, holistic thinkers
are not influenced by a surprise discount; however, the nature of cruise line travel itself induces
holistic thinkers to make unplanned purchases. Analytic thinkers tend to rely on self-norms,
thereby a surprise discount is not effective for analytic thinkers’ unplanned purchases when they
make a hotel room purchase.
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The results of Study 2 and Study 3 show that consumers prefer a hedonic add-on item to
a utilitarian add-on item as their subsequent purchases. However, product type preference differs
on discount depth, individual thinking styles, and the nature of travel product. Consumers prefer
a hedonic add-on item, especially when they receive a small discount. The nature of cruise line
travel enhances holistic thinkers’ purchase intentions for both add-on items, indicating that a
product mix of hedonic and utilitarian is important for holistic thinkers. Analytic thinkers prefer
a hedonic add-on item to a utilitarian add-on item when they purchase a cruise line travel
product. A large absolute discount amount in a cruise line product enhances analytic thinkers’
preference for hedonic add-on items.
The results of the dissertation show the importance of impulse buying as a mediator.
Product type and surprise discounts do not directly induce consumers’ unplanned purchases.
Impulse buying tendency plays a catalyst role, enhancing the effect of hedonic product type and
a surprise discount, which results in a high intention to make unplanned purchases. The results
emphasize the role of perceived transaction value in the unplanned purchase decision process,
because a surprise discount can induce consumers’ impulse buying traits only through perceived
transaction value.
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Table 26
Summary of Hypotheses Support

H1
H2
H3
H4
H5
H6
H7

Hypotheses
Mental Budget x Discount Type
Mental Budget x Thinking Style
Discount Type x Thinking Style
Discount Depth x Product Type
Hedonic add-on à Impulse Buying à Intentions
Discount x Product Type x Thinking Style
Discount à Impulse Buying à Intentions

Study 1
N

Study 2

Study 3

Y
P
Y
Y
P
N

Note: Y=Yes; N=No; P=Partially Supported.

Theoretical Implications
This research contributes to the literature on mental accounting, pricing, add-on item in
hospitality, and overall consumer behavior. Prior research on windfall gains and unplanned
purchases in an online marketplace has been limited. The application of an online setting in two
hospitality domains provide a comprehensive understanding of consumers’ response to an
unexpected discount.
First, this dissertation advances the theoretical understanding of mental accounting in the
hospitality literature. Previous hospitality that adopted the principle of mental accounting
demonstrated how customers respond to the loss of paying a sunk cost (Jang, Mattila, & Bai,
2007) and a single loss with a bundled or non-bundled price presentation (Kwon & Jang, 2011;
Noone & Mattila, 2009). This research extends the principle of mental accounting in hospitality
by linking it to gains. At a broader level, this research findings show how the mental accounting
mechanism works when it comes to making additional purchases with a windfall gain. This
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research provides insights on how consumers react to a windfall gain after they make a planned
purchase, suggesting that windfall gains lead to greater subsequent consumption.
Second, the main theoretical contribution is to the literature on pricing and promotions.
The traditional purpose of a discount promotion is to attract customers to the business (Grewal et
al., 1998). Previous research in hospitality focused on the effect of discount on consumers’
response to a main product purchase (Lin, Yang, & Wan, 2015; Park & Jang, 2018; Zhu, Zhang,
Chang, & Liang, 2019). There is a lack of empirical study in hospitality research that
demonstrates how discounts can influence consumers’ subsequent purchase decisions. This study
demonstrates the extended effect of a price promotion, such that operators can utilize a price
promotion to induce consumers’ subsequent purchases, which increase companies’ sales volume
and revenue. Unlike previous research, which suggested that discount depth can influence
consumers’ intention to purchase a main product and perceived value (Lin et al., 2015; Park &
Jang, 2018), this dissertation shows how each level of discount drives consumers’ different
preferences for the type of unplanned product. This set of three studies disentangle the complex
underlying process of an unplanned purchases. A surprise discount cannot solely induce
consumers’ actual purchase decisions, but it induces unplanned purchases through an enhanced
perceived discount and impulse buying.
Third, as previous research suggested, this research shows that individual differences
influence the effect of marketing stimuli such as pricing (Bagga & Bhatt, 2013). Hospitality
research shows that the effect of pricing variations can differ by individual characteristics (Choi
& Mattila, 2014; Choi, Joe, & Mattila, 2019; Yang, Zhang, & Mattila, 2016). This research
extends previous research on individual differences by demonstrating the effect of individual
thinking style on unplanned purchase decisions in two different consumption domains, hotel
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bookings and cruise line bookings. This research shows that a surprise price promotion is more
effective for holistic thinkers when they make a hotel purchase. However, analytic thinkers are
more likely to respond to a price promotion when they purchase a cruise line product. The
findings show that individuals make different unplanned purchase decisions based on their
thinking styles and the nature of the consumption domain. Therefore, this research provides
further evidence for the role of individual differences in responses to pricing principles under
different purchasing situations. The findings of this research provide broader insight into the
conditions under which different thinking styles make unplanned purchases.
Fourth, this research adds to the knowledge of add-on items in hospitality. Previous
hospitality research focused on bundling or packaging for cross-selling (Kwon & Jang, 2011;
Tanford, Baloglu, & Erdem, 2012). However, the nature of the components of bundle package is
fundamentally different from add-on items. The consumption of a bundled product is made at the
same time, while hotel/cruise bookings and add-on item purchases are made sequentially. In
other words, the components of bundle package are considered as planned purchases, whereas
add-on items are unplanned purchases. Accordingly, it is necessary to understand how and when
consumers make unplanned purchases for effective add-on selling. This research shows how
product type matters when a subsequent purchase occurs after the main purchase is made, which
is hedonic. Although previous marketing research demonstrated how a discount and the product
mix of a bundle package influence consumers’ purchase intentions online (Khan & Dhar, 2006),
this dissertation is differentiated from previous research by examining such effects in a
sequential purchase decision situation, which consists of a planned and an unplanned purchase
decision.
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Lastly, this research examines the effect of key drivers in two different hospitality
segments, whereby consumers respond to a surprise discount differently in a hotel setting and a
cruise line setting. Previous research suggests that decision process and outcomes need to be
evaluated by context of the hospitality setting (Kim & Tanford, 2019). There are fundamental
differences between hospitality segments, such as the level of risk associated with the decision
(Tanford & Kim, 2019; Kim & Tanford, 2019). Previous research tested the effect of distance
and online review valence to explore consumers’ risk-avoidance and reward-seeking behaviors
for a resort choice (Tanford & Kim, 2019) and a dining choice (Kim & Tanford, 2019). These
two studies obtained opposite findings: consumers’ risk-avoidance tendency is dominant in a
resort choice, while consumers display reward-seeking tendency in a dining choice. The
contrasting findings of these two studies indicate that consumers make different decisions
because the level of risk is not same across hospitality contexts. In this research, the absolute
saving value from a discount is different between hotel and cruise line. Particularly, analytic
thinkers use a systematic cognitive system for decision making, greater savings in a cruise line
setting provides a justification for analytic thinkers to purchase a hedonic add-on item, while a
surprise discount does not influence analytic thinkers’ unplanned purchase decision in a hotel
setting. Likewise, a surprise discount encourages holistic thinkers to make subsequent purchases
when they make a hotel booking. However, the nature of cruise lines, that there are limited
options for add-on items, induces holistic thinkers to purchase add-on items regardless of the
presence of a surprise discount. Thus, the findings of this research suggest that replication in
different hospitality segment should not be overlooked.
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Practical Implications
The findings provide hospitality operators with guidance for discount promotions. First,
the findings indicate that customers are more likely to make unplanned purchases when they
receive a surprise discount. It is suggested that hospitality operators, who sell add-on items along
with a main product, utilize a surprise discount promotion to induce consumers to purchase addon items. To make the offer surprising, the special offers need to be provided after customers see
the regular rate of a hotel room or a cruise cabin. The findings suggest that customers make
unplanned purchases after receiving surprise discounts. To induce customers to spend the
savings they receive from a surprise discount, add-on items need to be displayed before they pay
for their main products. Temporal construal theory suggests that temporal distance influences
consumers’ response to future events (Liberman, Trope, & Wakslak, 2007). If add-on items are
displayed after they purchase main products, customers should make a separate transaction for
add-on items. A separate transaction will increase temporal distance, which diminishes the
windfall gain effect arising from a surprise discount.
Second, the research findings suggest that hospitality operators need to implement
customized marketing strategies to attract individuals with different thinking styles. The surprise
discount promotion is effective for holistic thinkers to induce their hotel add-on purchases. In
case of cruise lines, regardless of the discount, holistic thinkers exhibit high willingness to
purchase add-on items. Since holistic thinkers are attenuated to external factors, such as
marketing stimuli, promotions that prompt holistic thinkers’ emotions may enhance holistic
thinkers’ add-on purchases while they are on board. To prompt holistic thinkers’ emotions, hotel
operators are encouraged to emphasize the surprise effect of a discount. Hotel operators can
place a promotional game on their website, which may prompt holistic thinkers’ positive emotion
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by increasing their enjoyment. Customers may earn points by playing a simple game on the
booking website or mobile app, then they may get a discount for their main purchase based on
the points that they earned. Holistic thinkers are motivated to purchase cruise add-on items
because they have limited choices that can maximize their cruise experience. For cruise
operators, promoting “exclusive on-board experience” for add-on items can encourage holistic
thinkers to purchase on-board products. In case of analytic thinkers, a hotel surprise discount was
not effective for analytic thinkers’ unplanned purchase behaviors. On the contrary, they reacted
to a surprise discount when they made a cruise line booking. In other words, when the savings
amount is not large enough, analytic thinkers may rely on their own norms to make purchase
decisions. Therefore, hotel operators may provide a surprise discount for multiple night stayers,
which produces a large saving amounts, to attract analytic thinkers’ unplanned purchases. Since
analytic thinkers use cognitive thinking process for decisions, it is beneficial to highlight the
windfall gain amount, thereby analytic thinkers activate a mental accounting system, which
results in spending the saving amounts in their subsequent purchases.
Third, the findings provide guidance for the optimal add-on item product mix. The
findings of the research suggest that hedonic add-on items are preferred to utilitarian items,
regardless of thinking style. Hospitality operators need to provide various hedonic add-on items
to appeal to customers. The findings show that the preference of product type differs on the
depth of discount, such that the preference for hedonic items is greater than utilitarian items only
when the discount depth is low. The position of the product on the website may increase the
conversion rate (Agarwal, Hosanagar, & Smith, 2011). Thus, it is suggested that hedonic add-on
items are displayed in more viewable positions than utilitarian add-on items when a low discount
is provided. Deeper discounts increase customers’ add-on purchases, while product type
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preference is no longer significant. Therefore, hospitality operators need to mix hedonic and
utilitarian add-on items well when they provide a large discount.
Fourth, the research suggests that consumers’ unplanned purchase can be increased by
impulse buying tendencies. Impulse buying tendencies can be enhanced through perceived
transaction value. Perceived transaction value is defined by savings (Yadav & Monroe, 1993)
Thus, it is suggested to place a message with the saving amount highlighted to induce
consumers’ impulse buying tendency. The elevated mood can increase the impulse buying
tendency (Dawson & Kim, 2009). Although this study does not find a significant effect for
surprise tags on consumers’ actual purchase decisions, the elevated mood by a surprise tag may
indirectly induce consumers’ unplanned purchases through an enhanced impulse buying
tendency. Casino video machines, such as slot machines or bingo games, often use uplifting
visual effects and music to make customers to bet more. Likewise, hospitality operators may use
mood-enhancing music and visual effects along with a surprise tag to elevate customers’ mood.
For example, it is suggested that hospitality operators utilize a pop-up window and a wheel of
fortune coupon with uplifting music to maximize the effect of “surprise” discounts. Since the
rarity of a product can induce individuals’ impulsiveness (May & Irmak, 2018), a marketing
message such as “one-of-a-kind experience” for hedonic add-on items can be added to increase
sales.
Limitations and Future Research
This dissertation has some limitations that can be advanced in future research. First, this
research was performed using hypothetical booking scenarios in which actual payment was not
made. Future research can conduct a field experiment by partnering with hospitality operators to
examine the effect of surprise versus regular discounts on consumers’ purchase for different
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types of add-on products. The member-only discount promotion can be considered as an
unexpected discount. Therefore, future research may utilize secondary data to determine how this
member-only discount promotion produces add-on item sales and it can be compared to the case
of a regular hotel discount. Using secondary data, preference for add-on product type by the
presence of discount can be analyzed.
Second, this research uses a sample drawn from a survey panel, which may not represent
the population. Future research should investigate this topic with other subject populations. For
example, generational differences could exist, as Millennials are more eager to explore various
experiences than prior generations, such as baby boomers or Generation X (Williams & Page,
2011). Research indicates that Millennials exhibit distinctive responses to marketing promotions
of restaurants (Nyheim, Zhang, & Maaila, 2015) and have particular travel preferences (Max,
Madhuri & Olimpia, 2018).
Third, this research offered only one of each add-on product in the booking scenarios,
and respondents were asked to choose only one add-on item. In reality, hospitality operators
provide multiple add-on products and customers can purchase multiple add-on items. Future
research may include multiple add-on items and have respondents choose multiple items to
identify how consumers make unplanned purchases when various add-on items are available.
Since the price of the add-on item was not displayed in this research, future research can
determine how the savings amount or the discount depth influences consumers’ add-on
purchases with different prices.
Fourth, add-on item placement was not tested in this dissertation. Proximity and shelf
allocation of products can be a significant factor that causes shopping moment (Flamand,
Ghoniem, & Maddah, 2016; Stilley, Inman, & Wakefield, 2010). In particular, the windfall gain

122

effect might be diminished if the unexpected saving is not spent immediately (Arkes et al.,
1994). Such temporal distance between the main product and add-on items may influence
consumers’ purchase behaviors. Future research can display add-on items in different locations
on the website to test how different locations of add-on items influence consumers’ subsequent
purchases.
Summary
This chapter discussed the findings and identified significant theoretical and practical
implications for hospitality and consumer behavior research. This research contributes to the
literature on hospitality and consumer behavior in regards to consumers’ unplanned purchases
online. This dissertation is differentiated from previous research on pricing and individual
difference by extending the role of discount, which induces consumers’ unplanned purchases.
The findings of this research provide empirical evidence that a surprise discount promotion is
effective in increasing unplanned purchases, whereby its effect can differ on individual thinking
styles and the context of the main product. This dissertation provides insights into the complex
cognitive and psychological online purchase decisions by applying classic theories to a modern
online merchant setting.
A majority of hospitality operators utilize member-only promotions to increase direct
booking volume, and cross-selling to improve customers’ experience. Knowledge of how
consumers respond to price promotions and make unplanned purchases can help hospitality
operators provide more appealing add-on items. Through this strategy, customers will be able to
maximize value by experiencing various products, while operators can increase profits by
inducing unplanned purchases.
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APPENDIX A
IRB APPROVAL
UNLV Social/Behavioral IRB - Exempt Review Exempt Notice
DATE:
TO:
FROM:

July 16, 2019
Sarah Tanford
Office of Research Integrity - Human Subjects

PROTOCOL TITLE:

[1456366-1] Making travel product purchase decisions online

ACTION:
DETERMINATION OF EXEMPT STATUS
EXEMPT DATE:
June 16, 2019
REVIEW CATEGORY: Exemption category #2
Thank you for your submission of New Project materials for this protocol. This memorandum is
notification that the protocol referenced above has been reviewed as indicated in Federal
regulatory statutes 45CFR46.101 (b) and deemed exempt.
We will retain a copy of this correspondence with our records.
PLEASE NOTE:
Upon final determination of exempt status, the research team is responsible for conducting the
research as stated in the exempt application reviewed by the ORI - HS and/or the IRB which
shall include using the most recently submitted Informed Consent/Assent Forms (Information
Sheet) and recruitment materials.
If your project involves paying research participants, it is recommended to contact the ORI
Program Coordinator at (702) 895-2794 to ensure compliance with the Policy for Incentives for
Human Research Subjects.
Any changes to the application may cause this protocol to require a different level of IRB review.
Should any changes need to be made, please submit a Modification Form. When the abovereferenced protocol has been completed, please submit a Continuing Review/Progress
Completion report to notify ORI -HS of its closure.
If you have questions, please contact the Office of Research Integrity - Human Subjects at
IRB@unlv.edu or call 702-895-2794. Please include your protocol title and IRBNet ID in all
correspondence.
Office of Research Integrity - Human Subjects
4505 Maryland Parkway Box 451047 Las Vegas, Nevada 89154-1047
(702) 895-2794 FAX: (702) 895-0805 IRB@unlv.edu
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APPENDIX B
INFORMED CONSENT FORM
TITLE OF STUDY: Making travel product purchase decisions online
INVESTIGATOR(S): Dr. Sarah Tanford, Esther Kim
For questions or concerns about the study, you may contact Esther Kim via email at
kime23@unlv.nevada.edu.
For questions regarding the rights of research subjects, any complaints or comments regarding
the manner in which the study is being conducted, contact the UNLV Office of Research
Integrity – Human Subjects at 702-895-2794, toll free at 888-581-2794 or via email at
IRB@unlv.edu.
Purpose of the Study
You are invited to participate in a research study. The purpose of these study is to evaluate how
consumers make travel product decisions online.
Participants
You are being asked to participate in the study because you fit this criterion: At least 18 years
old.
Procedures
If you volunteer to participate in this study, you will be asked to do the following: Please
complete a survey on which you evaluate travel products and make other ratings based on the
information provided. The survey will take 10-15 minutes of your time.
Benefits of Participation
There may not be direct benefits to you as a participant in this study.
Risks of Participation
There are risks involved in all research studies. This study may include only minimal risks. This
study includes only minimal risks. You may feel uncomfortable when answering some of the
questions.
Cost /Compensation
There may not be financial cost to you to participate in this study. The survey will take 10-15
minutes of your time. You will receive compensation in the form of credit to your Qualtrics
account by Qualtrics directly.
Confidentiality
All information gathered in this study will be kept as confidential as possible. No reference will
be made in written or oral materials that could link you to this study. All records will be stored
in a locked facility at UNLV for 3 years after completion of the study. After the storage time the
information gathered will be completely discarded.
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Voluntary Participation
Your participation in this study is voluntary. You may refuse to participate in this study or in any
part of this study. You may withdraw at any time without prejudice to your relations with
UNLV. You are encouraged to ask questions about this study at the beginning or any time during
the research study.
Participant Consent:
I have read the above information and agree to participate in this study. I have been able to ask
questions about the research study. I am at least 18 years of age. A copy of this form has been
given to me.
Are you at least 18 years old?
* Yes

* No (finish the survey)

If you do not wish to participate in the research study, please decline participation by clicking on
the "disagree" button.
o Agree
o Disagree (finish the survey)
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APPENDIX C
STUDY 1 QUESTIONNARIE
Have you made any online hotel booking in recent 3 months?
o Yes
o No

Screen 1
Instruction
Please read this paragraph carefully.

You are planning a 3-day trip to Chicago for your vacation in September. Please read the
questions thoroughly and answer the questions.
1-1. No-budget group --- Skip the budget plan part.
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1-2. Budget group
Before you make bookings any travel products, you created a travel budget for each travel
item as below. The budget is for one person (Hotel is per room per night).

TRAVEL BUDGET FOR CHICAGO
Per person
Date: Sep 6 (Fri) – 9 (Mon), 2019
Travel Item

Budget (US$)

Total Lodging (for 3 nights, per room)

$600

Flight (Round-trip)

$350

Ground transportation (e.g., airport shuttle, taxi, etc.)

$50

Food and beverage (e.g., lunch, dinner, etc.)

$200

Entertainment (e.g., show, museum, etc.)

$100

Shopping

$100

Overall travel budget
Travel Item

$ 1,400
Budget (US $)

After considering several factors, you found the best option for the hotel stay. This page shows
the result of Kayak price search from the hotel that you decide to stay.
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Screen 2

2-1. No discount
You visit Expedia.com to make a reservation.
This page shows the hotel room description and the room rate that you will pay.

Please select the room and next to book
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2-2. Regular discount
You visit the hotel brand website (eshotelchicago.com) to make a reservation. You find out
that you are eligible for 20% of discount because you book through the hotel brand website
directly.
This page shows the hotel room description and the room rate that you will pay.

Please select the room and next to book

130

2-3. Surprise discount
You visit the hotel brand website (eshotelchicago.com) to make a reservation. You find out
that you win a prize in a surprise 20% discount!
This page shows the hotel room description and the room rate that you will pay.

Please select the room and next to book
Screen 3
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The questions below are asking about how you think about the travel purchase you just made.
1. How enjoyable do you expect this stay to be?
Slightly Enjoyable

Moderately
Enjoyable

Mostly
Enjoyable

Very
Enjoyable

Extremely
Enjoyable

2. This price for the hotel stay makes me feel happy.
Strongly
Disagree

Mostly
Disagree

Neither
Disagree nor
Agree

Mildly
Disagree

Mildly
Agree

Mostly
Agree

Strongly
Agree

3. After booking this hotel room, how likely are you willing to spend more for your trip?
Extremely
Unlikely

1

2

3

4

5

6

7

Extremely Likely

4. How much more are you willing to spend beyond the budget? Please enter the
US$ amount using numerical value only. US$___________
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5. Everything in the universe is somehow related to each other.
6. Even a small change in any element in the universe can lead to
substantial alterations in others.
7. Any phenomenon has a numerous number of causes although some
of the causes are not known.
8. Any phenomenon has a numerous number of results although some
of the results are not known.
9. Nothing is unrelated.
10. It’s not possible to understand the pieces without considering the
whole picture.
11. The whole is greater than the sum of its parts.
12. Paying attention to the field is more important than paying
attention to its elements.
13. A marker of good architecture is how harmoniously it blends with
other buildings around it.
14. Sometimes, the empty space in a painting is just as important as
the objects.
(Choi, Dalal, Kim-Prieto, & Park, 2003)

133

Strongly Agree

Mostly Agree

Mildly Agree

Neither Disagree nor Agree

Mildly Disagree

Mostly Disagree

Strongly Disagree

Thinking Style
Rate how much you agree or disagree with each of the following statements about yourself.

Manipulation check

15. Was the travel budget information provided in this hotel booking scenario?
□ Yes
□ No
16. Were you offered a hotel discount? If so, please select the type of the discount that you
received in this hotel booking scenario.
□ No, I did not receive any discount for a hotel stay in this scenario.
□ Yes, I received a website only discount.

□ Yes, I received a surprise discount.

□ Yes, I received a surprise discount.

17. Using the provided scale, please rate how realistic this hotel booking scenario is.
Extremely
Unrealistic
1

2

3

4
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5

6

Extremely
Realistic
7

APPENDIX D
STUDY 2 QUESTIONNARIE
Have you made any online hotel booking in recent 3 months?
o Yes
o No
Screen 1

Instruction
Please read this paragraph carefully.

You are planning a 3-day trip to Chicago for your vacation in September. Please read the
questions thoroughly and answer the questions.

After considering several factors, you found the best hotel option that fits your budget. This
page shows the result of Kayak price search from the hotel that you decide to stay.
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Screen 2

2-1. Low discount
You visit the hotel brand website (eshotelchicago.com) to make a reservation.
You find out that you win a prize in a surprise 10% discount!
This page shows the hotel room description and the room rate that you will pay.

Please select the room and next to book
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2-2. Medium discount
You visit the hotel brand website (eshotelchicago.com) to make a reservation.
You find out that you win a prize in a surprise 25% discount!
This page shows the hotel room description and the room rate that you will pay.

Please select the room and next to book
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2-3. Large discount
You visit the hotel brand website (eshotelchicago.com) to make a reservation.
You find out that you win a prize in a surprise 40% discount!
This page shows the hotel room description and the room rate that you will pay.
.

Please select the room and next to book

1. After you receive the discount, how much more are you willing to spend more for your
travel in addition to the hotel room? 1-7
2. After you receive the discount, how much more are you willing to spend in addition to
the hotel room for your travel? Please enter the US$ amount using numerical value only.
US$___________
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Screen 3

After selecting the hotel room, the website shows the option for add-on item.
This page show the description of add-on item.
3-1. Hedonic add-on item

Spa Treatment
It’s the ultimate in mindfulness: Indulge
yourself in a spa getaway that soothes the
body and mind.

BOOK

3-2. Utilitarian add-on item

Rental Car
We assist you to book a rental car for your
convenient stay with us.

BOOK

3. How likely are you to purchase this add-on item with a hotel room?
Extremely
Unlikely

1

2

3

4

5

6

7

Extremely Likely

4. How much would you be willing to pay for this add-on item?
Please enter the US dollar amount. $__________
5. Are you willing to purchase this add-on item along with your hotel stay?
Yes
No
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Screen 4

Please rate how much you agree or disagree with each of the following statements about
yourself.

6. I often buy things spontaneously.
7. “Just do it” describes the way I buy things.
8. I often buy things without thinking.
9. “I see it, I buy it” describes me.
10. “Buy now, think about it later” describes me.
11. Sometimes I feel like buying things spur of the
moment.
12. I buy things according to how I feel at the moment.

13. I carefully plan most of my purchases.
14. Sometimes I am a bit reckless about what I buy.
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Strongly Agree

Mostly Agree

Mildly Agree

Neither Disagree nor Agree

Mildly Disagree

Mostly Disagree

Strongly Disagree

Impulse buying (Rook & Fisher, 1995)

Screen 5
Manipulation check

15. In this hotel booking scenario, what % discount did you receive?
0%

100%
16. Which of the following is the add-on item that you were offered in this hotel booking
scenario?
o
o
o
o

Spa treatment
Late-checkout
Rental Car
Room Upgrade

If I purchase this item, I will purchase it because it is necessary.
If I purchase this item, I will purchase it because it is enjoyable.

18. Using the provided scale, please rate how realistic this hotel booking scenario is.
Extremely
Unrealistic
1
2

3

4

5
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6

Extremely
Realistic
7

Strongly Agree

Mostly Agree

Mildly Agree

Neither Disagree nor Agree

Mildly Disagree

Mostly Disagree

Strongly Disagree

17. Please rate how much you agree or disagree with the following statement.

APPENDIX E
STUDY 3 QUESTIONNARIE
Have you made any online cruise booking in recent 5 years?
o Yes
o No

Screen 1
Instruction
Please read this paragraph carefully.

You are planning a 7-day cruise trip to Caribbean for your vacation in December. Please read
the questions thoroughly and answer the questions.

After considering several factors, you found the best cruise option that fits your budget. This
page shows the best price for the cruise cabin that you are about to book.
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Screen 2
2-1. No Discount

Please select the product to book.
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2-2. Surprise discount

During the booking process, you find out that you win a prize in 35% surprise discount!
Please select the product to proceed the cruise booking.
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Screen 3
1. After you receive the discount, how much more are you willing to spend more for your
travel in addition to the cruise cabin?
Extremely Unlikely

1

2

3

4

5

6

7

Extremely Likely

2. After you receive the discount, how likely are you willing to spend more in addition to
the cruise cabin for your travel? Please enter the US$ amount using numerical value only.
US$___________
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Screen 4
After selecting the cruise cabin, the website shows the option for add-on item.
This page show the description of add-on item.
3-1. Hedonic add-on item

3-2. Utilitarian add-on item

3. How likely are you to purchase this add-on item with your cruise booking?
Extremely Unlikely

1

2

3

4

5

6

7

Extremely Likely

4. How much would you be willing to pay for this add-on item?
Please enter the US dollar amount. $__________
5. Are you willing to purchase this add-on item along with your cruise booking?
Yes No
6. How enjoyable do you expect this trip to be?
Slightly Enjoyable

Moderately
Enjoyable

Mostly
Enjoyable

Very
Enjoyable

Extremely
Enjoyable

7. This price for the cruise trip makes me feel happy.
Strongly
Disagree

Mostly
Disagree

Mildly
Disagree

Neither
Disagree nor
Agree
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Mildly
Agree

Mostly
Agree

Strongly
Agree

Screen 5
Manipulation check

Please recall the cruise booking scenario in the previous screens, and answer the following
questions.
8. In the cruise booking scenario, what % discount was shown in the deal?
o
o
o
o

0%: No discount was offered.
10%
35%
50%

9. Which of the following is the add-on item that you were offered in this cruise booking
scenario?
o Spa treatment
o On-board Internet Package
o Cabin Upgrade
Please rate how much you agree or disagree with the following statement about the
offered add-on item

If I purchase this item, I will purchase it because it is necessary.
If I purchase this item, I will purchase it because it is enjoyable.

11. Using the provided scale, please rate how realistic this hotel booking scenario is.
Extremely
Unrealistic
1
2

3

4

5
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6

Extremely
Realistic
7

Strongly Agree

Mostly Agree

Mildly Agree

Neither Disagree nor Agree

Mildly Disagree

Mostly Disagree

Strongly Disagree

10. Please rate how much you agree or disagree with the following statement.

Screen 6
Please rate how much you agree or disagree with each of the following statements about
yourself.

12. I often buy things spontaneously.
13. “Just do it” describes the way I buy things.
14. I often buy things without thinking.
15. “I see it, I buy it” describes me.
16. “Buy now, think about it later” describes me.
17. Sometimes I feel like buying things spur of the
moment.
18. I buy things according to how I feel at the moment.
19. I carefully plan most of my purchases.
20. Sometimes I am a bit reckless about what I buy.
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Strongly Agree

Mostly Agree

Mildly Agree

Neither Disagree nor Agree

Mildly Disagree

Mostly Disagree

Strongly Disagree

Impulse buying (Rook & Fisher, 1995)

Screen 7
Please rate how much you agree or disagree with each of the following statements about
yourself.

21. Everything in the universe is somehow related to each other.
22. Even a small change in any element in the universe can lead
to substantial alterations in others.
23. Any phenomenon has a numerous number of causes although
some of the causes are not known.
24. Any phenomenon has a numerous number of results although
some of the results are not known.
25. Nothing is unrelated.
26. It’s not possible to understand the pieces without considering
the whole picture.
27. The whole is greater than the sum of its parts.
28. Paying attention to the field is more important than paying
attention to its elements.
29. A marker of good architecture is how harmoniously it blends
with other buildings around it.
30. Sometimes, the empty space in a painting is just as important as the
objects.
(Choi, Dalal, Kim-Prieto, & Park, 2003)
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Strongly Agree

Mostly Agree

Mildly Agree

Neither Disagree nor Agree

Mildly Disagree

Mostly Disagree

Strongly Disagree

Thinking Style
Rate how much you agree or disagree with each of the following statements about yourself.

Screen 8
Demographic questions
1. What is your gender
o Male
o Female
2.
o
o
o
o
o

How old are you?
18-29
30-39
40-49
50-59
60+

3.
o
o
o
o
o

What is the highest level of education you have completed?
Less than high school
High school graduate
2-year degree
Bachelor’s degree
Graduate degree

4.
o
o
o
o
o
o
o

How would you describe your ethnicity?
Caucasians
African-American
Hispanic
Asian
Native-American
Pacific Islander
Other

5.
o
o
o
o
o
o
o
o

What is your annual house income? (Please include entire family income)
Under $20,000
$20,000 - $39,999
$40,000 - $59,999
$60,000 - $79,999
$80,000 - $99,999
$100,000 - $149,999
$150,000 - $199,999
Over $200,000

6.
o
o
o
o

What is your marital status?
Single
Married
Separated/Divorced/Widow
Other

Note: Demographic questions were shown at the end of survey for three studies.
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